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On behalf of Shanghai Industrial Holdings Limited (the “Company”), I enclose copies of two
announcements both dated 7th November 2007 pursuant to Rule 12g3-2(b)(1)(iii) under the
Securities Exchange Act of 1934 (the “Exchange Act”).

Pursuant to Rule 12g3-2(b)(4) and (5), the aforesaid announcements shall not be deemed to be
“filed” with the Commission or otherwise subject to the liabilities of Section 18 of the
Exchange Act, and the furnishing of the same shall not constitute an admission for any
purpose that the Company is subject to the Exchange Act.
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NOTIFICATION
SPIN-OFF/PRICE-SENSITIVE INFORMATION/
DISCLOSEABLE TRANSACTION/

CONTINUING CONNECTED TRANSACTIONS/

SHARE OPTION SCHEME/

CLOSURE OF BOOKS OR CHANGE OF BOOK CLOSURE PERIOD

POSSIBLE DISCLOSEABLE TRANSACTION AND
. MATERIAL DILUTION OF
INTEREST IN A MAJOR SUBSIDIARY IN RELATION
TO THE PROPOSED SPIN-OFF AND SEPARATE LISTING OF
THE WING FAT PRINTING COMPANY, LIMITED
ON THE MAIN BOARD OF
THE STOCK EXCHANGE OF HONG KONG LIMITED,
CONTINUING CONNECTED TRANSACTIONS
AND
ADOPTION OF SHARE OPTION SCHEME OF
THE WING FAT PRINTING COMPANY, LIMITED

An annocuncement containing details of the matter is available for viewing on the
website of Hong Keng Exchanges and Clearing Limited at www.hkex.com.hk under
“Latest Listed Company Information™ and on the website of Shanghai lndustriat
Holdings Limited at www.sihl.com.hk under “News",

This uolification merely serves to advise investors of the matter and of the publication
of the announcement on the above websites. This netification dees not comtain
information upon which an investment decision should be based and should not be
relied upon by investars for sitch purpose. Investors should refer to the announcement
for detils of the matter,

The announcement is available for inspection to the public at no charge at 26/F,,
Flarcouri House, 39 Gloucester Road. Wanchai, Hong Kong from 9:00 a.m. to 12:30
p.m. and from 1:30 p.m. to 5:30 p.m., Mondays to Fridays (except public holidays),
from today until 7th December 2007 or until such time as the circular is sent to
shareholders, whichcver is the later. Copies will be provided upon request at no charge.

By Order of the Board
Shanghai Tadusirial Holdings Limited
Wong Mei Ling, Marina

Company Secretary

Hong Kong, 7th November 2007




The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement,
makes no represeniation as to its accuracy or completeness and expressly disclaims any liability whatsoever
for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this

announcement

This announcement does not constitute an offer of securities for sale in any jurisdiction, including the United
States, and any securities described in this announcement may not be offered or sold in the United States
absent registration under the United States Securities Act of 1933, as amended, or an exemption therefrom.
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SHANGHA] INDUSTRIAL HOLDINGS LIMITED
(Incorporated in Hong Kong with limited liability)

(Stock Code : 363) ¢

POSSIBLE DISCLOSEABLE TRANSACTION AND
MATERIAL DILUTION OF
INTEREST IN A MAJOR SUBSIDIARY IN RELATION
TO THE PROPOSED SPIN-OFF AND SEPARATE LISTING OF
THE WING FAT PRINTING COMPANY, LIMITED
ON THE MAIN BOARD OF
THE STOCK EXCHANGE OF HONG KONG LIMITED,
CONTINUING CONNECTED TRANSACTIONS
AND
ADOPTION OF SHARE OPTION SCHEME OF
THE WING FAT PRINTING COMPANY, LIMITED

Reference is made to the announcement of the Company dated 29th August 2007 whercby the
Board announced that WF Printing had submitted an advance booking form to the Stock Exchange
in relation to the separate listing of, and permission to deal in, the WF Shares on the Main Board
of the Stock Exchange. The Proposed Spin-off, if proceeded, will be effected in compliance with

PNI15 of the Listing Rules.

The issued ordinary share capital of WF Printing is indirectly owned as to approximately 93.44%
by the Company through its wholly-owned subsidiary S.I. Printing. According to Rule 13.36 of
the Listing Rules, WF Printing is a major subsidiary of the Company. Thc Proposed Spin-off
may constitute a material dilution of the Company’s interest in WF Printing (as defined under Rule
13.36 of the Listing Rules) since after completion of the Proposed Spin-off and assuming the
exercisc of the Over-allotment Option in full, the Company’s interest in WF Printing will be
diluted to the extent of 5% or more as determined under the revenue tests pursuant to Rule 14.07
of the Listing Rules.  As such, the Proposed Spin-off will be made conditional upon the approval
of the Sharcholders pursuant to paragraph 3(e)(1)(ii) of PN15. No Shareholder is required to
abstain from voting in respect of the resolution to be proposed at the Extraordinary General
Meeting to approve the Proposed Spin-off. The Independent Board Committee had been appointed
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to advise the Sharcholders in respect of, inter alia, the Proposed Spin-off and Commerzbank had
been appointed to advise the Independent Board Committee and the Shareholders in respect of,
inter alia, the Proposed Spin-off.

The Proposed Spin-off will also constitute a discloseable transaction for the Company under
Chapter 14 of the Listing Rules in the event that the Over-allotment Option is exercised.

In connection with the Proposed Spin-off, the Preferential Offer will be made to the Qualifying
Shareholders and WF Printing will adopt the WF Scheme. Since WF Printing is a subsidiary of
the Company, Shareholders’ approval is also required for the adoption of the WF Scheme.

The Continuing Connected Transactions had in the past been entered into by members of the WF
Group with substantial shareholders of WF Printing’s PRC subsidiarics which are of a continuing
nature and constitute continuing connected transactions of the Group under the Listing Rules and
had previously been disclosed by the Company in accordance with the Listing Rules. It is
envisaged that these Continuing Connected Transactions will continue after completion of the
Proposed Spin-off and will thereforc continue to be subject to, among other things, the connected
transactions requirements under Chapter 14A of the Listing Rules. The Independent Board
Committee had been appointed to advise the Shareholders in respect of, inter alia, the Continuing
Connected Transactions and Commerzbank had been appointed to advise the Independent Board
Committee and the Shareholders in respect of, inter alia, the Continuing Connected Transactions.

A circular containing, among other things, particulars of the Proposed Spin-Off, the Preferential
Offer, the Continuing Connected Transactions and the WF Scheme, a letter of advice from the
Independent Board Committee to the Sharcholders, a letter of advice from Commerzbank to the
Independent Board Committee and the Shareholders as well as a notice convening the
Extraordinary General Meeting and the form of proxy for use at the Extraordinary General
Meeting will be dispatched to the Shareholders.

Shareholders and potential investors should note that the Proposed Spin-off is subject to,
ameng others, the conditions referred to in this announcement, the decision of the Board as
well as market conditions prevailing at the time immediately before the Proposed Spin-off.
In particular, there is no assurance that approval from the Stock Exchange will be granted.
As the Proposed Spin-off and the Preferential Offer may or may not proceed, Shareholders
and potential investors are advised to exercise caution when dealing in the securities of the

Compazany.

INTRODUCTION

The Board announced that WF Printing had on 29th August 2007 submitted an advance booking
form to the Stock Exchange in relation to the Proposed Spin-off and had on 7th November 2007
submitted a formal application to the Stock Exchange for the separate listing of, and permission to
deal in, the WF Shares in issue and to be issued pursuant to the Global Offering, the Capitalisation
Issue and the WF Scheme on the Main Board of the Stock Exchange. No action has becn taken or
will be taken to permit a public offering of the WF Shares in any jurisdiction other than Hong




Kong.

The Proposed Spin-off, if proceeded, will be effected in compliance with PN15 of the Listing
Rules.

WF Printing is a public company incorporated in Hong Kong in 1920 and its issued ordinary share
capital is indirectly owned as to approximately 93.44% by the Company through its wholly-owned
subsidiary S.I. Printing. According to Rule 13.36 of the Listing Rules, WF Printing is a major
subsidiary of the Company. The Proposed Spin-off may constitute a material dilution of the
Company’s interest in WF Printing (as defined under Rule 13.36 of the Listing Rules) since after
completion of the Proposed Spin-off and assuming the exercise of the Over-allotment Option in full,
the Company’s interest in WF Printing will be diluted to the extent of 5% or more as determined
under the revenue tests pursuant to Rule 14.07 of the Listing Rules. As such, the Proposed Spin-off
will be made conditional upon the approval of the Shareholders pursuant to paragraph 3(e)(1)(ii) of
PN15. No Shareholder is required to abstain from voting in respect of thc resolution to be
proposed at the Extraordinary General Mecting to approve the Proposed Spin-off. The Independent
Board Committee had been appointed to advise the Sharcholders in respect of, inter alia, the
Proposed Spin-off and Commerzbank had been appointed to advise the Independent Board
Committee and the Shareholders in respect of, inter alia, the Proposed Spin-off.

The Proposed Spin-off will also constitutc a discloseable transaction for the Company under
Chapter 14 of the Listing Rules in the event that the Over-allotment Option is exercised.

Assuming that the Over-allotment Option is not exercised, S.I. Printing will be intcrested in
approximately 65.41% of the enlarged total issued share capital of WF Printing immediately
following completion of the Proposed Spin-off.

In connection with the Proposed Spin-off, the Preferential Offer will be made to the Qualifying
Shareholders and WF Printing will adopt the WF Scheme. Since WF Printing is a subsidiary of
the Company, Shareholders’ approval is also required for the adoption of the WF Scheme.

The Continuing Connected Transactions had in the past been entered into by members of the WF
Group with substantial shareholders of WF Printing’s PRC subsidiaries which are of a continuing
nature. These Continuing Connected Transactions are continuing connected transactions of the
Group under the Listing Rules and had previously been disclosed by the Company in accordance
with the Listing Rules. It is envisaged that these transactions will continue after completion of the
Proposed Spin-off and wili therefore continue to be subject to, among other things, the connected
transactions requirements under Chapter 14A of the Listing Rules. The Indcpendent Board
Committee had been appointed to advise the Shareholders in respect of, inter alia, the Continuing
Connected Transactions and Commerzbank had been appointed to advise the Independent Board
Committee and the Sharcholders in respect of, inter alia, the Continuing Connected Transactions.

The Company will convene the Extraordinary General Meeting at which an ordinary resolution will
be proposed to approve, 1f thought fit, the Proposed Spin-Off and the WF Scheme. A circular
containing, among other things, particulars of the Proposed Spin-Off, the Preferential Offer, the
Continuing Connected Transactions and the WF Scheme, a letter of advice from the Independent
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Board Committee to the Shareholders, a letter of advice from Commerzbank to the Independent
Board Committee and the Shareholders as well as a notice convening the Extraordinary General
Meceting and the form of proxy for use at the  Extraordinary General Meeting will be dispatched to
the Shareholders.

Shareholders and potential investors should note that the Proposed Spin-off is subject to,
among others, the conditions referred to in this announcement, the decision of the Board as
well as market conditions prevailing at the time immediately before the Proposed Spin-off.
In particular, there is no assurance that approval from the Stock Exchange will be granted.
As the Proposed Spin-off and the Preferential Offer may or may not proceed, Shareholders
and potential investors are advised to exercise caution when dealing in the securities of the

Company.
THE PROPOSED SPIN-OFF
(1) The Proposed Spin-off

The final structure (including the price range) of the Proposed Spin-ff has not yet been concluded
and will be determined by the Directors, the directors of WF Printing and the Global Coordinator in
duc course. However, the Proposed Spin-off is proposed to be effected by way of the Global
Offering, which will comprise the Public Offer and the Placing (including the Preferential Offer),
and will be accompanied by a separate listing of the WF Shares on the Main Board of the Stock
Exchange. The Proposed Spin-off will also include an Over-allotment Option to be granted to the
Global Coordinator on behalf of the placing underwriters to require WF Printing to allot and issue
up to an aggregate of 15% of the WF Shares initially to be offered for subscription under the Global
Offering. It is intended that the Qualifying Sharcholders will be provided with an Assurcd
Entitlement to WF Shares by way of preferred application in the Global Offering, particulars of
which are set out in the section titled “Preferential Offer” below.

The new WF Shares to be issued pursuant to the Global Offering will rank pari passu in all respects
with the other WF Shares then in issue and therc is no restriction on the subsequent sale of such WF

Shares on the Stock Exchange.
The Proposcd Spin-off will be subject to, among others, the following conditions:

(a) the Listing Committee granting listing of, and permission to deal in, the WF Shares in 1ssue
and to be issued pursuant to the Proposed Spin-off;

(b) the obligations of the Underwriters under the Underwriting Agreements becoming
unconditional and the Underwriting Agreements not being terminated in accordance with
their respective tlerms or otherwise, on or before the date and time to be specified therein; and

(c) the passing of a resolution at the Extraordinary General Meeting by the Sharcholders
approving the Proposed Spin-off.




If any of these and other applicable conditions are not fulfilled or waived prior to the dates and
times to be specified, the Global Offering and the Proposed Spin-off will lapse, the Stock Exchange
will be notified immediately and an announcement will be published by the Company and/or WF
Printing as soon as practicable following such lapse.

The Proposed Spin-off will not proceed if such conditions are not satisfied.
(2) Separate Listing of WF Shares

The Shares will continue to be listed on the Stock Exchange after the implementation of the
Proposed Spin-off. The listing of the WF Shares on the Stock Exchange is conditional upon, among
others, the conditions stated in paragraph (1) above.

An application has been made to the Stock Exchange for the listing of and permission to deal in WF
Shares in issue and any new WF Shares to be issued pursuant to the Global Offering including any
WF Shares that may be issued pursuant to the exercise of the Over-allotment Option, any WF
Shares that may be issued pursuant to the Capitalisation Issue and any new WF Shares that may be
issucd pursuant to the exercise of options under the WF Scheme. The Directors confirm that the
Company complies with all the requirements under PN15 with respect to the Proposed Spin-off.

Subject to the granting of the listing of, and permission to deal in, the WF Shares on the Stock
Exchange as well as compliance with the stock admission requirements of HKSCC, the WF Shares
will be accepted as cligible securities by HKSCC, for deposit, clearance and settlement in CCASS
with effect from the date of listing of the WF Shares or such other date as may be determined by
HKSCC. Settlement of transactions between participants of the Stock Exchange on any trading day
is required to take place in CCASS on the second trading day thereafter. All activities under
CCASS are subject to the General Rules of CCASS and CCASS Operational Procedures in effect

from time to time.
(3) Businesses of the Remaining Group and of the WF Group

The Remaining Group is principally engaged in the business of real estate investment, infrastructure
facilities (including water services and toll roads), medicine (including Chinese medicine and health
food, biomedicine, chemical medicine and medical equipment) and consumer products (other than
the printing of packaging materials, containerboard production and paper trading business).

WF Printing is a public company incorporated in Hong Kong in 1920 and its issued ordinary share
capital is indirectly owned as to approximately 93.44% by the Company. The business of the WF
Group focuses on (1) quality printing of packaging materials in Hong Kong and various provinces in
the PRC principally for cigarettes, alcohol, pharmaceuticals, cosmetics and a range of other
consumer products, and (2) production of containerboard in Hebei Province, the PRC for
manufacture of corrugated boxes and other packaging boxes by its customers. In addition, the WF
Group engages in paper trading, which involves sales of printing and recovered paper, among
others. The WF Group’s printing business is hcadquartered in Hong Kong with 7 production
bascs in Hong Kong and a number of major provinces in the PRC, namely, Guangdong Province,
Henan Province, Zhejiang Province and  Sichuan Province. All of the Group’s printing,
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containerboard production and paper trading businesses are conducted through the WF Group.

Upon completion of the Proposed Spin-off, the Company will remain an indirect controlling
shareholder of WF Printing, holding approximately 65.41% of its enlarged issued share capital
(assuming that the Over-allotment Option is not exercised) through S.1. Printing.

Upon completion of the Proposed Spin-off, WF Printing will remain as a subsidiary of the
Company and its financial results will continue to be consolidated into the Group’s results.

Sct out below is a brief summary of the audited consolidated resuits of the WF Group for each of
the three years ended 31st December 2006 and the unaudited consolidated results of the WE Group
for the six months ended 30th June 2006 and 2007 respectively:

Year ended 31st December Six months ended 30th June

2004 2005 2006 2006 2007
HKS HKS HKS HK$ HKS
million million million million million

{unaudited) (unaudited)

Revenue 530.58 94527 1,400.44 697.85 775.94
Share of results of associates 38.13 33.61 4331 20.00 17.33
Share of (losses) profits of jointly ‘ (941 5.75 --- --- -—-
controlled entities

Profits before taxation 145.29 146.67 181.11 93.75 117.39
Income tax expense (19.31) (10.70) (7.67) (3.98) (10.86)
Minority interests (9.95)  (10.46) (24.89) (17.77) (20.57)
Profits attributable to WF Shareholders 116.03 125.51 148.55 72.00 85.96

(4) Reasons for and benefits of the Proposed Spin-off

The Company considers that the spin-off and separate listing of WF Printing on the Main Board of
the Stock Exchange could better reflect the value of the WF Group on its own merits and increase
its operational and financial transparency through which investors would be able to appraise and
asscss the performance and potential of the WF Group separately and distinctly from those of the

Company.

The business of the WF Group has also grown to a size sufficient to command a separate listing
status and the Directors consider that such listing will be beneficial to the Company for the

following reasons:

(a) it enables the Company to focus on and further develop its remaining business and deploy its
capital more efficiently by providing the Company with the flexibility to raise funds from the
capital markcts in future to support its growth through continuing organic expansion as well
as acquisitions and cnabling the WF Group to take advantage of its growth potential by
attracting new investors who are seeking investments in the industries of printing of




packaging materials, containerboard production and paper trading businesses; and

(b) the value of the WF Group is expected to be enhanced through the Proposed Spin-off given
that:

(1) a listing on the Stock Exchange will enhance WF Printing’s profile amongst its
customers, suppliers and other business partners, as well as its ability to recruit good
talents available;

(i)  alisting on the Stock Exchange will enable WF Printing to directly and independently
access both equity and debt capital markets, as well as facilitate it to secure bank credit
facilitics;

(iii)  following the Proposed Spin-off, WF Printing, as a listed company, would be able to
offer an equity based incentive program (such as a share option schemc) that correlates
directly to the performance of its own business to its employees and would therefore
be in a better position to motivate its employees with incentive programs that closely
align with the objective of shareholder value creation;

(iv}  the independent listing of WF Printing will lead to a more direct alignment of its
management’s responsibilities and accountability with its operating and financial
performance. This is expected to result in enhanced management focus, which
should in turn lead to improved decision-making processes, faster response-time to
market changes and increased operational efficiency. The top management of WF
Printing will be under heightencd scrutiny from the investor community and it will be
possible to measure their performance against the stock market performance of WF
Printing relative to its industry peers listed on the Stock Exchange. It will also be
possible to link management incentives to such performance, thereby increasing
management motivation and commitment; and

(v)  alisting on the Stock Exchange will also provide clarity of the credit profile of the WF
Group for rating agencies and financial institutions that wish to analyse and lend
against the credit of a service provider and material supplier in the packing printing
and containerboard production industry.

S.1. Printing is expected to remain as a controlling shareholder of WF Printing after completion of
the Proposed Spin-off, and the Group is expected to benefit from any enhanced value of the WF
Group through the Proposed Spin-off.

(5) Intended use of procecds

It is currently intended that the net proceeds from the Global Offering be used to implement future
plans of the WF Group, to improve its overall financial position and to provide additional working
capital for the WF Group. Based on the current proposed offer size and structure of the Global
Offering and assuming that the Over-allotment Option is not exercised, it is currently expected that
the estimated net proceeds from the Global Offering to be no less than approximately HKS$708




million. The actual amount of the net proceeds from the Global Offering, however, may ditfer from
such estimated figures depending on, among others, the actual pricing and actual listing expenses -
incurred. WF Printing currently intends to apply the net proceeds from the Global Offering as
follows:

»  to finance the capital expenditure for new production facilities of its printing business;

« to fund the acquisition of equity interests in other printing companies;

+ to fund the capital expenditure of the sixth containerboard production line of Hebei Yongxin;
«  to establish new channels for sourcing of recovered paper in the Beijing-Tianjin-Hebei region;
»  to repay the bank borrowings; and

- the remaining amount to provide funding for the WF Group’s working capital and other gencral

corporate purposes.

To the cxtent that the nct proceeds from the Global Offering are not immediately required for the
above purposes or if the WF Group is unable to effect any part of its future development plans as
intended, the WF Group may hold such funds in short-term deposits with licensed banks and
authorized financial institutions in Hong Kong for so long as it is in the best interests of the WF
Group and the WF Sharcholders.

(6) Effects of the Proposed Spin-off
(i) Shareholding structure prior to the Proposed Spin-off

The simplified shareholding structure of WF Printing as at the Latest Practicable Date is set out as

follows:

SIIC

approx. 51.16% (Note)

Company

Other existing WF
100% Shareholders

Other

businesses S.1. Printing

approx. 6.56% of issucd
ordinary shares of WF
approx. 93.44% of I Printing

issued ordinary shares
of WF Printing

WF Printing

Businesses of printing of
packaging materials
containerboard production and
naner trading




Note: The Shares are held through three wholly-owned subsidiaries of SHC.

(i) Shareholding structure after the completion of the Proposed Spin-off and the
Capitalisation Issue

The simplified shareholding structure of WF Printing immediately after completion of the Proposed
Spin-off and the Capitalisation Issue (assuming the Over-allotment Option is not exercised and SIIC,
through its wholly-owned subsidiarics, takes up all Reserved Shares allocated to its wholly-owned
subsidiaries under the Preferential Offer) is set out as follows:

SIC
approx. 51.16%
(Notes | & 2}
Company
100%
Other S Printin approx. 1.10% Public
businesses o & of issued WF
: Shares
approx. 65 4]“/[ E:pprc:jx.‘;g.gi% of
. . (] H ares
of issued WF Shares {Note 3}
WF Printing

Businesses of printing of
packaging materials,
containerboard production and
paper trading

Notes:

1. The Shares are held through three wholly-owned subsidiaries of SIIC.

2. Assuming no further Shares are issued by the Company and no acquisition or disposal of Shares by SIIC from the
Latest Practicable Date up to the date of completion of the Proposed Spin-off.

3. The 33.49% public shareholding in WF Printing includes the aggregate of 4.59% shareholdings of the current
shareholders of WF Printing (other than S.1. Printing).

(iii) Effects on net asset value

It is expected that there will be a gain on the deemed disposal of interests in WF Printing upon
completion of the Proposed Spin-off irrespective of whether the Over-allotment Option is exercised
and as a result, the net asset value of the Group is expected to increase.




(iv) Effects on earnings

Upon completion of the Proposed Spin-off, the Group is expected to recognize a gain. Based on the
unaudited consolidated net assets (after deducting minority interests) of WF Printing as at 30th June
2007, the estimated market value of WF Printing, a pre-listing dividend of HK$200 million
declared by WF Printing and the estimated listing expenses, the amount of gain is estimated to be in
the range of approximately HK$234 million and HK$338 million (if the Over-allotment Option is
not exercised) or in the range of approximately HK$260 million HK$374 million (if the
Over-allotment Option is exercised in full). The gain represents the difference between the
estimated amounts of net assets of WF Printing to be diluted immediately following the completion
of the Global Offering. However, the actual amount of such gain may differ from the estimated
figure as mentioned above depending on the actual pricing, actual listing expenses incurred and
actual consolidated net assets of WF Printing following the completion of the Global Offering.
Upon completion of the Global Offering, the consolidated net profit of the Group will be decreased
by the portion of the results contributed by the reduced effective shareholding in WF Printing held

by the Group.
(7) Relationship with the Remaining Group

S.I. Printing, the immediate holding company of WF Printing is interested in approximately 93.44%
of the issued ordinary share capital of WF Printing as at the Latest Practicable Date and the
Company is interested in the entire issued share capital of S.I. Printing as at the Latest Practicable

Date,

WF Printing is managed by six executive WF Directors.  Out of the six executive WF Director, Mr.
Ding Zhong De, an executive WF Director, is also an executive director of the Company and SIIC
and also a director of Nanyang Brothers Tobacco Company, Limited, an indirect wholly-owned
subsidiary of the Company; and Mr. Zhou Jie, an executive WE Director is also a deputy
chief-executive officer of the Company and a vice-president of SIIC. Mr. Ding Zhong De and Mr.
Zhou Jie do not actively participate in the day-to-day management and operations of the WF Group.
The day-to-day management and operations of the WF Group are overseen by Mr. Wen Song Quan,
Mr. Jin Guo Ming, Mr. Chen Nai Lang, and Mr. Wang Qi Cong. None of Mr. Wen, Mr. Jin, Mr.
Chen, nor Mr. Wang holds any directorship or other management position in the Company or SIIC.
As such, the majority of the executive WF Directors do not have any directorships or management
roles in the Company and/or SIIC.

The WF Board will also include 3 independent non-executive WF Directors who will provide
checks and balances over the WF Board’s decision-making on significant transactions, connected
transactions and other transactions involving a potential conflict of interests. WF Printing has a
separatc management team and separate functional departments including accounting,
administration and human resources and company secretarial departments. All essential
administration and daily operations of the WF Group will continue to be independently carried out
by the WF Group without any support from the Company and/ or S.I. Printing after the Proposed
Spin-off.
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The WF Group has a clear business focus, distinct from that of the Remaining Group. The WF
Group is principally engaged in the business of printing of packaging materials, production of
containerboard and paper making. After completion of the Global Offering, the Remaining Group
will continue to carry out their existing businesses, namely, real estate investment, infrastructure
facilities, medicine, consumer products (other than the manufacture and sale of printed products and
packaging materials, paper making and paper trading). As at the Latest Practicable Date, the
Remaining Group does not carry on any business that competes with those of the WF Group.

(8) No Competition

The Company confirms that at any time during which the shares of WF Printing are listed on the
Stock Exchange or any other stock exchange and for so long as the Company and S.I. Printing
remains as controlling shareholders (as defined under the Listing Rules ) of WF Printing:

(1) it and any companies (other than members of the WF Group) which it can, either directly or
indirectly, exercise or control the exercise of more than 50% of the voting power at general
mectings or control the majority of the board of directors (the “Remaining Companies”) will
not carry on any business that competes or may compete with the WF Group’s busincsses as
described in the Prospectus;

(ii) - it shall, in its best endeavours, prevent and procure the Remaining Companies to prevent
from developing any business in the future that would constitute actual or potential
competition with the WF Group’s businesses as described in the Prospectus;

(i)  in the event that its business and/or the business of the Remaining Companies competes or
may compete with the WF Group's business as described in the Prospectus, it shall put the
WF Group’s intcrests as the first priority, and use its best endeavours to eliminate or avoid

such competition;

(iv) it will make an annual declaration on the compliance of the no-competition confirmations
set out in paragraphs (i) to (iii) above in the annual report of WF Printing; and

(v) it will provide all information necessary for the annual review by the independent
non-executive directors of WF Printing on the compliance with the no-competition
confirmations set out in paragraphs (i) to (iii) above as well as the enforcement of such
confirmations.

The Directors are of the view that there is no actual or potential competition between the business
of the Remaining Group and the business of the WF Group.

(9) Listing Rules Implications

According to Rule 13.36 of the Listing Rules, WF Printing is a major subsidiary of the Company.
The Proposed Spin-off may constitute a material dilution of the Company’s interest in WF Printing
(as defined under Rule 13.36 of the Listing Rules) since after completion of the Proposed Spin-off
and assuming the exercise of the Over-allotment Option in full, the Company’s intercst in WF
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Printing will be diluted to the extent of 5% or more as determined under the revenue, profits and
totdl assets tests calculated pursuant to Rule 14.07 of the Listing Rules. As such, the Proposed
Spin-off will require the approval of the Sharcholders pursuant to paragraph 3(e)(1)(it) of PNI3.
No Shareholder is required to abstain from voting in respect of the resolution to be proposed at the
Extraordinary General Meeting to approve the Proposed Spin-off. An Independent Board
Committec comprising the independent non-executive Directors had been formed to advise the
Shareholders in respect of the Proposed Spin-off and Commerzbank had been appointed to advise
the Independent Board Committee and the Shareholders in respect of the Proposed Spin-off.

The Proposed Spin-off may also constitute a discloseable transaction for the Company under
Chapter 14 of the Listing Rules in the event that the Over-allotment Option is exercised.

THE PREFERENTIAL OFFER

In order to enable the Shareholders to participate in the Global Offering on a preferential basis as to
allocation only and subjcct to the Stock Exchange granting listing of, and permission to deal in, the
WF Shares on the Stock Exchange, it is expected that 10,712,610 Reserved Shares (representing
approximately 7.1% of the WF Shares initially offered under the Global Offering and taking no
account of any WF Shares which may be allotted and issued pursuant to the exercise of the
Over-allotment Option) will be available for subscription by Qualifying Shareholders at the Offer
Price under the Preferential Offer.  The Reserved Shares will be allocated out of the WF Shares to
be offered under the Placing. It is cxpected that the Qualifying Shareholders will be entitled to
subscribe such number of Reserved Shares on an assured basis at the Offer Price for one Reserved
Sharc for every whole multiple of 100 Shares held by them at 4:30 p.m. on the Record Date,
provided that any Qualifying Shareholder holding less than 100 Shares at 4:30 p.m. on the Record
Date will not be entitled to apply for the Reserved Shares. However, the aforesaid is only an
¢stimate and the final Assured Entitlement will depend on the number of Shares held by Qualifying
Sharcholders at 4:30 p.m. on the Record Date. It is currently expected that the three
wholly-owned subsidiaries of SIIC, which together hold approximately 51.16% of the issued share
capital of the Company, will take up their respective entitlements of the Reserved Shares under the
preferential Offer.

In the event that the Proposed Spin-off does proceed, a blue application form for the Reserved
Shares, together with a copy of the Prospectus, will be despatched to each Qualifying Shareholder
who is entitled to apply for the Reserved Shares.

Shareholders should note that Assured Entitlements to Reserved Shares may not represent a
multiple of a full board lot of 500 WF Shares and will be rounded down to the closest whole
number if required, and that dealings in odd lots of the WF Shares may be at a price below
their prevailing market price.

Assured Entitlements of Qualifying Shareholders to the Reserved Shares will not be transferable
and there will be no trading in nil paid entitlements on the Stock Exchange. Any WF Shares issued
pursuant to the Preferential Offer will be dcemed fully paid, ranking pari passu in all respects with
other WF Shares then in issue. The Global Coordinator has the authority to rcallocate all or any of
the Reserved Shares not taken up by the Qualifying Shareholders to the Placing.
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The number of WF Shares initially available under the Preferential Offer is expected to represent
approximately 7.1% of the WF Shares initially offered under the Global Offering and
approximately 2.1% of the enlarged issued share capital of WF upon completion of the Global
Offering, assuming the Over-allotment Option is not exercised.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from 9:00 a.m. on Friday, 23rd November
2007 to 4:30 p.m. on Monday, 26th November 2007 for the purpose of determining the entitlement
of the Qualifying Shareholders to the Preferential Offer. No transfer of Shares may be registered
during that period. In order to qualify for the Preferential Offer, all transfers of Sharcs must be
lodged with the share registrar of the Company by no later than 4:30 p.m. on Thursday, 22nd
November 2007.

As the Proposed Spin-Off and the Preferential Offer may or may not proceed, Shareholders
and potential investors are advised to exercise caution when dealing in the securities of the

Company.
CONTINUING CONNECTED TRANSACTIONS

The Continuing Connected Transactions had in the past been cntered into by members of the WF
Group with substantial sharcholders of WF Printing’s PRC subsidiaries which arc of a continuing
nature. These Continuing Connected Transactions are continuing connected transactions of the
Group under the Listing Rules and had previously been disclosed by the Company in accordance
with the Listing Rules. It is cnvisaged that these transactions will continue after completion of the
Proposed Spin-off and will continue to be subject to, among other things, the connected transactions
requirements under Chapter 14A of the Listing Rules.

Particulars of the Continuing Connected Transactions

(1) Cigarette Packaging Transactions

Xuchang Yongchang, a subsidiary of the Company which carries on the business of printing and
manufacturing of paper packaging materials, currently prints and sells cigarette packaging materials
to Xuchang Cigarette Factory, a substantial shareholder of Xuchang Yongchang holding 20.6%
interests in Xuchang Yongchang, at prices negotiated on a fair basis with reference to the prevailing
market priccs. According to the WF Directors, as far as they arc ware, it is a normal practice
within the tobacco industry for cigarette manufacturers to engage a limited number of printing
companies to undertake the printing of their respective cigarette packages and to form strategic
relationships with such printing companies.  For this reason, Xuchang Cigarette Factory, which is
a substantial shareholder of Xuchang Yongchang, had been the sole customer" " for the cigarette
packaging business of Xuchang Yongchang from 2005 to 2007.

Note - Which included FTEEHEERF which has been merged into Xuchang Cigarette Factory in year 2005.



It is envisaged that Xuchang Yongchang may continue to print and sell cigarette packaging
materials to Xuchang Cigarette Factory from time to time after the Proposed Spin-off at fees

charged on similar basis.

Xuchang Yongchang has therefore on 7th November 2007 entered into

an agreement with Xuchang Cigarette Factory with respect to the Cigarette Packaging Transactions
containing, inter alia, the following terms:

Date

Partics

Term

Nature of Transaction

Pricing

7th November 2007

: (1) Xuchang Cigarette Factory

(1) Xuchang Yongchang

- From 7th November 2007 to 31st December 2009

. Xuchang Cigarette Factory will purchase cigarette paper materials

and cigarette box packaging materials from Xuchang Yongchang in
priority to other suppliers.

. The goods shall be supplied at prices negotiated on a fair basis with

reference to the prevailing market prices, and at prices no less than
those paid by Xuchang Cigarette Factory to other independent

. suppliers with respect to similar products

It is currently expected that the income to be derived from the Cigarette Packaging Transactions for
the threc years ending 31st December 2007, 2008 and 2009 will not exceed RMB200,000,000
(approximately HK$208,333,000), RMB260,000,000 (approximately HK$270,833,000) and
RMB338,000,000 (approximately HK$352,083,000) respectively. Such annual cap amounts are
arrived at after taking into account the following:

(i)  historical figures including the transaction volume for the first half of 2007 as set out below:

Ycar ended Approximate amount
Year ended 31 December 2004 HK$22,198,000
Year ended 31 December 2005 HK$113,491,000
Year cnded 31 December 2006 HK$122,694,000
Six months ended 30 June 2007 HKS$ 94,268,000

(ii) prediction on business growth, gencral industry growth and inflation; and

(iti) the expected growth in Xuchang Yongchang’s production capacity in 2008 and 2009 with the
purchase and installation of new machines which are expected to be in operation in 2008,
thereby enabling Xuchang Yongchang to accommodate the growing demands of Xuchang

Cigarette Factory.
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The Dircctors consider that the Cigarette Packaging Transactions have been and will continue to be
entered into on normal commercial terms and in the ordinary course of busincss of the Group and
the terms of the Cigarettc Packaging Transactions as set out in the agreement are fair and
rcasonable to the Company and its Sharcholders taken as a whole.

(2) Wine Packaging Transactions

Chengdu Wing Fat, a subsidiary of the Company which carries on the business of printing and
manufacturing of paper packaging materials, currently prints and sells wine packaging materials to
Sichuan Swellfun, a substantial shareholder of Chengdu Wing Fat holding 20% interests in
Chengdu Wing Fat, at fees negotiated on an arm’s length basis.  According to the WF Directors, as
far as they are aware, wine manufacturers often prefer to engage only a limited number of printing
companies to undertake the printing of their respective wine packages in order to prevent
counterfeit products, ensure a steady and reliable supply, consistency in the quality of printing and
timely delivery. Sichuan Swellfun, being a substantial shareholder of Chengdu Wing Fat, had
therefore engaged the printing services of Chengdu Wing Fat.

It is envisaged that Chengdu Wing Fat may continue to print and sell winc packaging materials to
Sichuan Swellfun from time to time after the Proposed Spin-off at fees charged on similar basis.
Chengdu Wing Fat has thercfore on 7th November 2007 entered into an agreement with Sichuan
Swellfun containing, inter alia, the following terms:

Date - 7th November 2007

Parties : () Sichuan Swelifun
(i)  Chengdu Wing Fat

Term - From 7th November 2007 to 31st December 2009

Nature of Transaction . Chengdu Wing Fat will use its best efforts to supply wine packaging
materials to Sichuan Swellfun to satisfy its needs and Chengdu Wing
Fat will be the specified printer of packaging materials for Sichuan
Swellfun’s products

Pricing . The goods shall be supplied at prices negotiated on a fair basis with
reference to the prevailing market prices and the prices of raw
materials.

It is currently expected that the income to be derived from the Wine Packaging Transactions for the
three years ending 31st December 2007, 2008 and 2009 will not exceed RMB32,000,000
(approximately HK$33,333,000), RMB38,000,000 (approximately HK$39,583,000) and
RMB45,000,000 (approximately HK$46,875,000) respectively. Such annual cap amounts are
arrived at after taking into account the following:




(1) historical figures including the transaction volume for the first half of 2007 as set out below:

Ycar ended Approximate amount
Year ended 31st December 2005 HK$28,688,000
Year ended 31st December 2006 HK$26,268,000
Six months ended 30th June 2007 HK$13,767,000

(ii) prediction on business growth, general industry growth and inflation; and

(iii) the expected growth in Chengdu Wing Fat’s production capacity in 2008 and 2009 with the
purchase and installation of new machines which are expected to be in operation in 2008.

The Dircctors consider that the Wine Packaging Transactions have been and will continue to be
entered into on normal commercial terms and in the ordinary course of business of the Group and
the terms of the Wine Packaging Transactions as set out in the agreement are fair and reasonable to
the Company and its Shareholders taken as a whole.

(3) Recovered Paper Purchase Transactions

Hebei Yongxin, a subsidiary of the Company which carries on the business of paper making,
currently sources recovered paper from Xinnan Paper, a substantial sharcholder of Hebei Yongxin
holding 29% interests in Hebei Yongxin, for the production of containerboard products at a price
range similar to that charged by Xinnan Paper to its other customers. As Hebei Yongxin needs to
source recovered paper materials for its paper making business and Xinnan Paper is in the business
of sale of recovered paper with a reputation which Hebei Yongxin has confidence on the quality of
the materials as well as the services provided by Xinnan Paper, Hebei Yongxin prefers to source its
raw material from Xinnan Paper, a supplicr which Hebei Yongxin is more familiar with rather than

from a new supplier.

Apart from sourcing recovered paper materials from other suppliers, it is envisaged that Hebei
Yongxin may continue to purchase such recovered paper materials from Xinnan Paper from time to
time after the Proposed Spin-off at fees charged on similar basis non-exclusively. Hebei Yongxin
has therefore on 7th November 2007 entered into an agreement with Xinnan Paper containing, inter
alia, the following terms:

Datc - T7th November 2007

Parties c (1) Xinnan Paper
(i)  Hebei Yongxin

Term - From 7th November 2007 to 31st December 2009

Nature of Transaction : Xinnan Paper will supply recovered paper matcrials to Hebei
Yongxin in accordance with Hebei Yongxin’s demands




Pricing . The goods shall be supplied at prices negotiated on a fair basis with
reference to the prevailing market prices, and at prices no higher than
those charged by Xinnan Paper on its other independent customers

It is currently expected that the amount payable to Xinnan Paper in respect of the Recovered Paper
Purchase Transactions for the three years ending 31st December 2007, 2008 and 2009 will not
exceed RMB190,000,000 (approximately HK$197,917,000), RMB228,000,000 (approximately
HK$237,500,000) and RMB410,400,000 (approximately HK$427,500,000) respectively. Such
annual cap amounts are arrived at after taking into account the following:

(i)  historical figures including the transaction volume for the first half of 2007 as set out below:

Approximate amount

Year ended 31st December 2005 HK$131,028,000
Year ended 31st December 2006 HK$94,514,000
Six months ended 30th June 2007 HKS$80,842,000

(if) prediction on business growth, general industry growth and inflation;
(iii) expected increase in the price of recovered paper materials; and

(iv) the completion of the new production line of Hebei Yongxin expected to be in or around 2009
which is anticipated to double the production capacity of Hebei Yongxin in 2009.

The Directors confirmed consider that the Recovered Paper Purchase Transactions have been and
will continue to be entered into on nermal commercial terms and in the ordinary course of business
of the Group and the terms of the Recovered Paper Purchase Transactions as set out in the
agrecment are fair and reasonable to the Company and its Sharcholders taken as a whole.

Listing Rules requirements

Each of Xuchang Cigarette Factory, Sichuan Swellfun and Xinnan Paper has no other relationship
with the Group apart from being a substantial shareholder of a subsidiary of the Company and
having entered into the relevant Continuing Connected Transactions. Save as disclosed above,
each of Xuchang Cigarette Factory, Sichuan Swellfun and Xinnan Paper and their respective
ultimate beneficial owners are independent of the Company and its connected persons as defined
under the Listing Rules.

As each of Xuchang Cigarette Factory, Sichuan Swellfun and Xinnan Paper are substantial
shareholders of a subsidiary of the Company, they are connected persons of the Company pursuant
to Rule 14A.11(1) of the Listing Rules. The Continuing Connected Transactions therefore
constitute continuing connected transactions of the Company under the Listing Rules. As the
applicable percentage ratios for transactions under the Cigarette Packaging Transactions and the
Recovered Paper Purchase Transactions on an annual basis exceed 2.5%, such transactions are
subject to the disclosure and sharcholders’ approval requirements under the Listing Rules. As the
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applicable percentage ratio for transactions under the Wine Packaging Transactions on an annual
basis exceed 0.1% but is less than 2.5%, such transactions are subject to the disclosure requirements
but are exempted from the shareholders’ approval requirements under the Listing Rules.

The Company has obtained from companies controlled by SIIC which together hold approximately
51.16% of the issucd share capital of the Company written approvals of the transactions under the
Cigarette Packaging Transactions and the Recovered Paper Purchase Transactions and their annual
caps. These companies, namely Shanghai Investment Holdings Ltd. (holding 468,066,000 Shares),
SIC Capital (B.V.L) Ltd. (holding 80,000,000 Shares) and SIIC CM Development Ltd. (holding
10,000 Shares) are all wholly-owned subsidiaries of SIIC. Since none of the Sharcholders is
materially interested in the transactions under the Cigarette Packaging Transactions and the
Recovered Paper Purchase Transactions, nonc of them is required to abstain from voting if a
general meeting of the Company is convened to approve the transactions under the Cigarette
Packaging Transactions and the Recovered Paper Purchase Transactions. Pursuant to Rule 14A.43
of the Listing Rules, the Company has applied for a waiver from the requirement to hold a general
meeting of the Sharcholders and permission for the independent Shareholders® approval of the
Cigarettc Packaging Transactions and the Recovered Paper Purchase Transactions and their annual
caps to be given in writing.

The Board had appointed the Indcpendent Board Committee to consider and advise the independent
Shareholders on, inter alia, the terms of the Continuing Connected Transactions and the annual caps
relating thereto, and Commerzbank to advise the Independent Board Commitice and the
Sharcholders on, inter alia, whether the Continuing Connected Transactions are fair and reasonable
and in the interest of the Company and the Shareholders as a whole.

Termination of port agency agreement

Reference is also made to the circular of the Company dated 23rd September 2005 in relation to,
inter alia, the provision of cargo management services by Xinnan Paper to Hebei Yongxin at a port
in Tianjin, the PRC to facilitate the taking of delivery by the Group of products purchased from
Xinnan Paper pursuant to a port agency agreement dated 1st September 2005 entered into between
Hebei Yongxin and Xinnan Paper (the “Port Agency Agreement”). Since lst January 2007, Hebei
Yongxin no longer engages the cargo management services of Xinnan Paper as such services has
been provided by another third party unrelated to both the Group and Xinnan Paper, and such third
party charges Hebei Yongxin directly for the provision of such services. As the Group does not
intend to engage the cargo management services of Xinnan Paper in the meantime, the Port Agency
Agreement was terminated by mutual agreement between Hebei Yongxin and Xinnan Paper on 7th

November 2007.

THE WF SCHEME

The WF Scheme constitutes a share option scheme governed by Chapter 17 of the Listing Rules.
As WF Printing is a subsidiary of the Company, the adoption of such scheme is subject to the
approval of Shareholders in accordance with the Listing Rules and a resolution will be proposed at
the Extraordinary General Meeting to approve the WF Scheme.




The purposc of the WF Scheme is to provide the Participants working for the interest of the WF
Group and of WF Printing’s jointly-controlled entities and associated companies with an
opportunity to obtain equity intcrest in WF Printing, thus linking their intcrest with the interest of
the WF Group and of WF Printing’s jointly-controlled cntities and associated companies and
thereby providing them with incentives to work better for the interest of the WF Group and of WF
Printing’s jointly-controlled entities and associated companies and/or rewards for their contribution
and support to the WF Group and of WF Printing’s jointly-controlled cntitics and associated
companies and for such other purposcs as the WF Board may approve from time to time.

The WF Scheme is conditional upon, among other things:

(a)  the passing of an ordinary resolution approving the adoption of the WF Scheme by the WF
Shareholders and authorising the WF Directors to grant Options to subscribe for WF Shares
thereunder and to allot and issue WF Shares pursuant to the exercise of any Options granted

under the WF Scheme;

(b)  the obligations of the Underwriters under the Underwriting Agrecments becoming
unconditional (including, if rclevant, as a result of the waiver of any condition(s) by the
Global Coordinator for itself and on behalf of the Underwriters) and not being terminated in
accordance with the terms of the respective Underwriting Agreements or otherwise;

(c)  the Listing Committee granting listing of, and permission to deal in, (i) the WF Shares in
issue and to be issued in the Global Offering as mentioned in the Prospectus (including any
WF Shares which may fall to be issued upon exercise of the Over-allotment Option) and (i1)
any WF Shares to be issued pursuant to the exercise of Options under the WF Scheme,
whether the granting of the listing and permission is subject to conditions or not; and

(d)  the WF Scheme being approved by the Shareholders at the Extraordinary General Meeting.

Where the provisions require the WF Scheme or any related matters to be approved by the WF
Shareholders/ independent non-executive WF  Directors, such scheme or matters must
simultaneously be approved by the Shareholders/independent non-executive Directors.

GENERAL

The Group is principally engaged in the business of real estate investment, infrastructure facilities,

medicine and consumer products.

The Global Coordinator has been appointed as the sponsor and global coordinator in respect of the
Proposed Spin-off.

Xuchang Cigarette Factory is principally engaged in the business of manufacturing and sale of
cigarette products, Sichuan Swellfun is principally engaged in the business of manufacturing and
sale of wine products and Xinnan Paper is principally engaged in the business of trading of

recovered paper.
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Sharcholders and potential investors should note that the Proposed Spin-off is subject to,
among others, the conditions referred to in this announcement, the decision of the Board as
well as market conditions prevailing at the time immediately before the Proposed Spin-off.
In particular, there is no assurance that approval from the Stock Exchange will be granted.
As the Proposed Spin-off may or may not proceed, Shareholders and potential investors are
advised to exercise caution when dealing in the securities of the Company.

The Company will make a further announcement in relation to the Proposed Spin-off if and when

appropriate.

The Company will convene the Extraordinary General Meeting at which ordinary resolutions will
be proposed to approve, if thought fit the Proposed Spin-Off and the WF Scheme. The Independent
Board Committed had been appointed to advise Shareholders in respect of the Proposed Spin-off
and the Continuing Connected Transactions and Commerzbank had been appointed to advise the
Independent Board Committee and the Shareholders in respect of the Proposed Spin-off and the
Continuing Connected Transactions. A circular containing, among other things, particulars of the
Proposed Spin-Off, the Preferential Offer, the Continuing Connected Transactions and the WF
Scheme, a letter of advice from the Independent Board Committee to the Sharcholders, a letter of
advice from Commerzbank to the Independent Board Committee and the Sharcholders as well as a
notice convening the Extraordinary General Meeting and the form of proxy for use at the
Extraordinary General Meeting will be dispatched to the Shareholders.

DEFINITIONS

In this announcement, the following expressions have the following meanings unless the context

requires otherwise:-
“Associate(s)” has the meaning ascribed to it under the Listing Rules

“Assured Entitlement”  the entitlement of Qualifying Shareholders to apply for Reserved Shares
under the Preferential Offer

“Board” the board of directors of the Company

“Capitalisation Issue”  the issue of WF Shares to WF Shareholders on a rccord date to be
determined by the WF Board by way of capitalisation of certain sums
standing to the credit of the share premium account of WF Printing

being credited as a result of the Global Offering

“CCASS” The Central Clearing and Settlement System established and operated by
HKSCC

20




“Chengdu Wing Fat”

“chief executive”

“Cigarette Packaging
Transactions™

“Commerzbank”

“Company”’

“Companies
Ordmance”

“Connected Persons”

“Continuing Connected
Transactions”

“Directors”

“Extraordinary General
Meeting”

“Global Coordinator”

“Global Offering”

AR AR K EE EP F5 A TR 4> 8] (Chengdu Wing Fat Printing Co., Ltd.), a
sino-foreign equity joint venturc enterprise established in the PRC
which is owned as to 51% by WF Printing and a subsidiary of the
Company

has the meaning ascribed to it under the Listing Rules

the printing and sale of cigarettc packaging materials by Xuchang
Yongchang to Xuchang Cigarette Factory, particulars of which are set
out in the section titled “Continuing Connected Transactions” of this
announcement

Commerzbank AG Hong Kong Branch, a licensed corporation permitted
to carry out type 1 (dealing in securities), type 4 (advising on securities)
and type 6 (advising on corporate finance) regulated activities under
SFO, the independent financial adviser appointed to advise the
Independent Board Committee and the Shareholders in respect of the
Proposed Spin-off and the Continuing Connected Transactions

.Shanghai Industrial Holdings Limited, a company incorporated under

the laws of Hong Kong with limited liability, whose shares are listed on
the Main Board of the Stock Exchange

the Companies Ordinance (Chapter 32 of the Laws of Hong Kong), as
amended, supplemented or otherwise modified from time to time

has the meaning ascribed to it under the Listing Rules

the Cigarette Packaging Transactions, Wine Packaging Transactions and
Recovered Paper Purchase Transactions

~ directors of the Company

the extraordinary general meeting of the Company to be held by the
Company at which ordinary resolutions will be proposed to approve, if
thought fit, the Proposed Spin-off and the WF Scheme

BNP Paribas Capital (Asia Pacific) Limited, a corporation licensed to
conduct type 1 (dealing in securities) and type 6 (advising on corporate

finance) regulated activities under the SFO

the Public Offer and the Placing (including the Preferential Offer)
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“Group”

“Hebei Yongxin”

uI_l K$71

“HKSCC”

“Hong Kong”

“Independent Board
Committee™

“Latest Practicable
Date”

“Listing Committee”

“Listing Rules”

“Non-Qualifying
Sharecholder(s)”

“Offer Price”

“Options”

- the Company and its subsidiaries

ST 4L ok B &L ¥ A MR 4 8] (Hebei Yongxin Paper Co., Ltd), a
sino-foreign equity joint venture enterprise established in the PRC with
limited liability which is owned as to 66% by WF Printing and a
subsidiary of the Company

Hong Kong dollars, the lawful currency of Hong Kong

Hong Kong Securities Clearing Company Limited, a wholly-owned
subsidiary of Hong Kong Exchanges and Clearing Limited

the Hong Kong Special Administrative Region of the PRC

the independent board committee comprising Dr. Lo Ka Shui, Prof.
Woo Chia-Wei, Mr. Leung Pak To, Francis, all independent
non-executive Directors, appointed to advise the Shareholders in respect
of the Proposed Spin-off and the Continuing Connected Transactions

7th November 2007, being the latest. practicable date for ascertaining
certain information in this announcement

the listing sub-committee of the directors of the Stock Exchange
the Rules Governing the Listing of Securities on the Stock Exchange

Shareholder(s) whose names appear on the Register of Members of the
Company on the Record Date with the addresses as shown in the
Register of Members of the Company on that day outside Hong Kong
whom the Board, after making enquiries, considers it necessary or
expedient on account either of legal restrictions under the laws of the
relevant overseas places or the requirements of the relevant regulatory
bodies or stock exchanges in those places not to offer the Reserved
Shares to them

the final price per WF Share in Hong Kong dollars (exclusive of
brokerage, SFC transaction levy and the Stock Exchange trading fee) at
which the WF Shares are to be subscribed for and issued, or purchased
and sold, pursuant to the Global Offering, to be determined as further
described in the Prospectus

a right to subscribe for WF Shares pursuant to the terms of the WF
Scheme
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“Over-allotment
Option”

“Participant”

“Placing7,

“PN15”

“PRC”

“Preferential Offer”

the option to be granted by WF Printing to the Global Coordinator on
behalf of the placing underwriters to require WF Printing to allot and
issue up to an aggregate of 15% of the WF Shares to be initially offered
for subscription under the Global Offering at the Offer Price to cover,

among other things, over-allocations in the Placing

means (i) any dircctors, officers or employees (whether full-time or
pari-time) of each member of the WF Group and of WF Printing’s
jointly-controlled entities and associated companics; (il) any
discretionary objects of a discretionary trust established by any
employees, or directors of cach member of the WF Group and of WF
Printing’s jointly-controlled entities and associated companices, (iii) any
consultants, professional and other advisers to each member of the WF
Group and of WF Printing’s jointly-controlled entities and associated
companies (including their employees or executives or any persons,
firms or companics proposed to be appointed for providing such
services); (iv) any chief executives or substantial sharcholders of WF
Printing; (v) any Associates of directors, chief exccutives or substantial
sharcholders of WF Printing; (vi) any directors, chief executives,
officers or employees (whether full-time or part-time) of the Company,
SIIC or other holding companies of WF Prnting; and (vii) any
Associates of directors, chief executives, officers or employees of the
Company, SIIC or other holding companies of WF Printing, provided
that the WF Board may have absolute discretion to determine, whether
or not one falls within the above categories

the offer and sale of the WF Shares by WF Printing (a) to qualified
institutional buyers in the United States in reliance on Rule 144A under
the Securities Act and (b) to certain persons outside the United States
(including to professional investors in Hong Kong, other than to retail
investors in Hong Kong) in reliance on Regulation S under the
Securities Act, as described in this announcement and to be further
described in the Prospectus

Practice Note 15 of the Listing Rules

the People’s Republic of China which, for the purpose of this
announcement, excludes Hong Kong, the Macao Speccial Administrative
Region of the PRC and Taiwan

the proposed preferential offer to the Qualifying Shareholders for
subscription of the Reserved Shares on an assured basis at the Offer
Price, on and subject to the terms and conditions as will be described in
the Prospectus, details of which are set out in the paragraph headed
“Preferential Offer” of this announcement
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“Proposed Spin-oft”
“Prospectus”

“Public Offer”

“Qualifying
Shareholder(s)”

“Record Date”

“Recovercd Paper

Purchase Transactions”™

“Remaining Group”™

“Reserved Shares”

13 RM Bn

“S.1. Printing”

“Seccurities Act”

“SFO”

“Shares”

“Sharcholder(s)”

the proposed separate listing of the WF Shares on the Main Board of the
Stock Exchange pursuant to the Global Offering

the prospectus proposed to be issued by WF Printing in relation to the
Global Offering

the offer of WF Shares by WF Printing for subscription by the public in
Hong Kong for cash at the Offer Price as described in this
announcement and to be further described in the Prospectus

holder(s) of not less than 100 Shares whosc name(s) appear on the
register of members of the Company at 4:30 p.m. on the Record Date,
other than the Non-Qualifying Shareholder(s)

26th November 2007, being the date for ascertaining the Assured
Entitlement

the purchase of recovered paper by Hebei Yongxin from Xinnan Paper,
particulars of which are set out in the section titled “Continuing
Connected Transactions” of this announcement

the Group, excluding the WF Group

10,712,610 WF Shares, representing approximately 7.1% of the WF
Shares initially available under the Global Offering, being offered to the
Qualifying Shareholders pursuant to the Preferential Offer and which are
to be allocated out of the WF Shares offered under the Placing

Renminbi, the lawful currency of the PRC

S.1. Printing Holdings Ltd., a company incorporated under the laws of
the British Virgin Islands with limited liability and a wholly-owned
subsidiary of the Company

the U.S. Securities Act of 1933, as amended

the Securities and Futures Ordinance (Chapter 571 of the laws of Hong
Kong)

ordinary shares of HK$0.10 each in the capital of the Company

holder(s) of the Share(s)
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“Sichuan Swellfun’

“SIIC™

*

“Stock Exchange’
“Underwriters”

“Underwriting
Agrcements”

“United States”

“WF Board”
“WTF Directors”
“WF Group”

“WF Printing”

“WF Scheme”

“WF Sharcholders”
“WF Shares”
“Wine Packaging

Transactions”

“Xinnan Paper”

b

w | K3 RE A R & (Sichuan Swellfun Co., Ltd.) (formerly
known as )i & B A4 # M2 8] (Sichuan Quan Xing Joint-Stock
Co., Ltd.), a connected person of the Company by virture of its being a
substantial shareholder of Chengdu Wing Fat, a subsidiary of the
Company

Shanghai Industrial Investment (Holdings) Co. Ltd., a company
incorporated under the laws of Hong Kong with limited liability

The Stock Exchange of Hong Kong Limited
the underwriters of the Global Offering

the underwriting agreements to be entered into between, inter alia, WF
Printing and the Underwriters in connection with the Global Offering

the United States of America, its territories, its possessions and all areas
subject to its jurisdiction

board of directors of WF Printing

directors of WF Printing

WF Printing and its subsidiarics

The Wing Fat Printing Company, Limited, a public company
incorporated under the laws of Hong Kong with limited liability whose
issued ordinary share capital is owned indircctly as to approximately

93.44% by the S.1. Printing and a subsidiary of the Company

the proposed share option scheme to be conditionally adopted by WF
Printing

holders of the WF Shares
ordinary shares of WF Printing
the printing and sale of wine packaging materials by Chengdu Wing Fat

to Sichuan Swellfun, particulars of which are set out in the section titled
“Continuing Connected Transactions™ of this announcement

B ( RE)YRE A IR 2 8 (Xinnan (Tianjin) Paper Co., Ltd.), a
connected person of the Company by virture of its being a substantial
shareholder of Hebei Yongxin, a subsidiary of the Company
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“Xuchang Cigarette # 8 #1222 /1 (Xuchang Cigarette Factory), a connected person of the
Factory” Company by virture of its being a substantial shareholder of Xuchang
Yongchang, a subsidiary of the Company

“Xuchang Yongchang” #F &k & Fp#5# IR 2> 8] (Xuchang Yongchang Printing Co., Ltd), a
sino-foreign equity joint venture enterprise established in the PRC with
limited liability which is owned as to 51% by WF Printing and a
subsidiary of the Company

For the purposes of this announcement, the exchange rate of HKS$! = RMBO0.96 has been used, where
applicable, for purpose of illustration only and does not constitute a representation that any amount has
been. could have been or may be exchanged at any particular rate on the date or dates in question or any

other date.

English names of the PRC established companies/entities in this announcement are only transiations of their
official Chinese names.  In case of inconsistency, the Chinese names prevail.

By Order of the Board
Shanghai Industrial Holdings Limited
Wong Mei Ling, Marina
Company Secretary

Hong Kong, 7th November 2007
As at the date of this announcement, the Board is comprised of:
Executive Directors:

Mr. Cal Lal Xing, Mr. Cai Yu Tian, Mr. Qu Ding, Mr. Lu Ming Fang, Mr. Ding Zhong De, Mr. Qian Shi
Zheng, Mr. Yao Fang and My. Tang Jun

independem Non-Executive Directors:
Dr. Lo Ka Shui, Prof. Woo Chia-Wei and Mr. Leung Pak To, Francis
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Our Ref: SIHL/ADR/07 L

12th November 2007 S 7
ST By Courier
Securities and Exchange Commission

Office of International Corporate Finance

450 Fifth Street, N.W.

Washington, D.C. 20549

United States

Dear Sirs,

Shanghai Industrial Holdings Limited
Rule 12g3-2(b) Materials
File No. 82-5160

On behalf of Shanghai Industrial Holdings Limited (the “Company”), I enclose copies of two
announcements both dated 9th November 2007 and a sharcholders’ circular dated 9th
November 2007 of the Company pursuant to Rule 12g3-2(b)(1)(iii) under the Securities
Exchange Act of 1934 (the “Exchange Act”).

Pursuant to Rule 12g3-2(b)(4) and (5), the aforesaid announcements and circular shall not be
deemed to be “filed” with the Commission or otherwise subject to the liabilities of Section 18
of the Exchange Act, and the furnishing of the same shall not constitute an admission for any
purpose that the Company is subject to the Exchange Act.

Meanwhile, should you have any queries, please do not hesitate to contact the undersigned at

(852) 2876 2306.

Yours faithfully,

A

Company Secretary
Encls.

¢.c. Messrs. Morrison & Foerster, LLP {By Mail)
Attn: Mr. Paul Boltz/Mr. Jonathan Lemberg

M:Kylic\Letter\Letter Format (363%kurtoiSHG AR IIcA BT 26 48 45 © (852) 2529 5652  {IFL © (B52) 2529 5067
26/F., Harcourt House, 39 Gloucester Road, Wanchai, Hong Kong ~ Tel : (852) 2529 5652  Fax: {B52) 2529 5067




Publication Date ; 12th November 2007
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SHANGHAI INDUSTRIAL HOLDINGS LIMITED
(Incorporated in Houg Kong with limited liability)
(Stuck Code: 363)

NOTIFICATION
NOTI'CE OF EXTRAORDINARY GENERAL MEETING

A notice containing details of the malter is available for viewing on the website of
Hong Kong Exchanges and Clearing Limited at www hkex.com.hk under “Latest
Listed Company Information™ and on the website of Shanghai Industrial Holdings
Limited at www.sihl.com.hk under “News™.

This netification merely serves to advisc investors of the matter and of the
publication of the notice on the above websites, This notification does not
contain information wpon whick we investment decision should be bascd wnd
should not be retied upon by invesiors for such purpose. Investors should refer to
the announcement for details of the matter.

The notice is available for inspection to the public at no charge at 26/F ., Harcount
House, 39 Gloucester Road, Wanchai, Hong Kong from 9:00 a.m. to 12:30 p.m.
and from 1:30 p.m. ta 5:30 p.m., Mandays to Fridays (except public holidays),
from today until 9th December 2007. Copies will be provided vpon request atl no

charge.

By Order of the Board
Shanghai Industrial Heldings Limited
Wong Mei Ling, Marina
Campany Sccreiary

Hong Kong, 9th November 2007

. '
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SHANGHAI INDUSTRIAL HOLDINGS LIMITED

(Incorporated in Hong Kong with limited liability)
(Stock Code: 363)

sme LA T EHBAIRLE
N4

NOTICE OF EXTRAORDINARY GENERAL MEETING

NOTICE IS HEREBY GIVEN that an extraordinary general meeting of Shanghai Industrial Holdings
Limited (the “Company”) will be held at the Conference Room of the Company at 26th Floor, Harcourt
House, 39 Gloucester Road, Wanchai, Hong Kong on 26th November 2007 at 3:00 p.m. for the purpose
of considering and, if thought fit, passing (with or without modifications) the following resolutions as

ordinary resolutions of the Company:

1.

“THAT the Proposed Spin-off (as defined in the circular of the Company dated 9th November 2007,
a copy of which is produced to the meeting marked “A” and signed by the chairman of the meeting
for identification purposes) be and is hereby approved and the board of directors of the Company
(the “Board”) be and is hereby authorized on behalf of the Company to approve and implement
the Proposed Spin-off and to do all such acts, to enter into all such agreements, transactions and
arrangements and to take all such actions in connection therewith or arising therefrom in relation to
the Proposed Spin-off as the Board may consider necessary or expedient in order to give effect to the

Proposed Spin-off.”

“THAT, subject to and conditional upon: (a) the passing of an ordinary resolution of the
sharcholders of The Wing Fat Printing Company, Limited (“WF Printing”) approving the adoption
of the share option scheme of WF Printing (the “WF Scheme™), the rules of which are contained in
the document marked “B” produced to the meeting and signed by the chairman of the meeting for
identification purposes; (b) the approval of the WF Scheme by the sharcholders of the Company; (c)
the listing committee of The Stock Exchange of Hong Kong Limited granting approval of the listing
of, and permission to deal in, the shares of WF Printing in issue and to be issued as mentioned in
the Prospectus (as defined in the circular of the Company dated 9th November 2007 (“Circular”), a
copy of which is produced to the meeting marked “A” and signed by the chairman of the meeting for
identification purposes) and any shares of WF Printing which may fall to be issued pursuant to the
exercise of options granted under the WF Scheme, whether the granting of the listing and permission
1s subject to conditions or not; and (d) the obligations of the underwriters of the Global Offering
(as defined in the Circular) under the underwriting agreements in respect of the Global Offering
becoming unconditional (including, if relevant, as a result of the waiver of any condition(s) by the
Global Coordinator (as defined in the Circular) for itself and the said underwriters) and not being
terminated in accordance with the respective terms of such underwriting agreements or otherwise,
be and is hereby approved and the board of directors of the Company (the “Board™) be and is hereby




authoriZed to do all such acts, to enter into all such agreements, transactions and arrangements and
to take all such actions in connection therewith or arising therefrom as the Board may consider
necessary or expedient in order to give effect to the WF Scheme.”

By Order of the Board
Shanghai Industrial Holdings Limited
Wong Mei Ling, Marina
Company Secretary

Hong Kong, 9th November 2007

Registered Office:

26th Floor, Harcourt House
39 Gloucester Road
Wanchai, Hong Kong

Notes:

(1)

(2}

3)
4

(5)

(6)

(7}

Any member entitled to attend and vote at the meeting is entitled to appoint one or more proxies to attend and, on a poll,
to vote instead of him. A proxy necd not be a member of the Company.

Where there are joint registered holders of any share, any one of such persons may vote at the meeting, either personaily
or by proxy, in respect of such share as if he were solely entitled thereto, but if more than one of such Jjoint holders is
present at the meeting personally or by proxy, that one of the said persons so present whose name stands first on the
register of members of the Company shall, in respect of such share, be entitled alone to vote in respect thereof.

A form of proxy for use at the meeting is enclosed with the circular to shareholders of the Company.

The instrument appointing a proxy must be in writing under the hand of the appointer or attorney duly authorized in
writing or, if the appointer is a corporation, either under its seal or under the hand of an officer, attorney or other person
authorized to sign the same.

To be valid, the form of proxy, together with the power of attorney or other authority, if any, under which it is signed
or a notarially certified copy of such power of attorney or authority, must be deposited at the registered office of the
Company at 26th Floor, Harcourt House, 39 Gloucester Road, Wanchai, Hong Kong not less than 48 hours before the
time appointed for the holding of the meeting (or any adjournment thereof, as the case may be).

Completion and return of the form of proxy will not preclude a member from attending and voting in person at the
meeting. If such member attends the meeting, his form of proxy will be deemed to have been revoked.

The translation into Chinese language of this notice is for reference only. In case of any inconsistency, the English

language version shall prevail,

As at the date of this notice, the Board of Directors of the Company is comprised of:

Executive Directors:
Mr. Cai Lai Xing, Mr. Cai Yu Tian, Mr. Qu Ding, Mr. Lu Ming Fang, Mr. Ding Zhong De, My. Qian Shi
Zheng, Mr. Yao Fang and Mr. Tang Jun

Independent Non-Executive Directors:
Dr. Lo Ka Shui, Prof. Woo Chia-Wei and Mr. Leung Pak To, Francis




THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ACTION

If you are in any doubt as (o any aspect of this circular or as to the action to be taken, you should consult your
stockbroker or other registered dealer in securities, bank manager. solicitor, professional accountant or other professional
adviser,

If you have sold or transferred all your shares in Shanghai Industrial Holdings Limited. vou should a1 once hand this
circular and the accompanying form of proxy to the purchaser or transterec or to the bank, stockhroker or other agent
ikrough whom the sale or transfer was effected for transmission o the purchaser or transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular. makes no
representation as to its accuracy or completeness and expressly disclaims uny liability whatsoever for any loss howsoever
arising tfrom or in reliance upon the whole or any part of the contents of this circular.

This circular is for information purposes only and does not constitute an invitation or offer to acquire, purchase or
subscribe for securities of Shanghai Industrial Holdings Limited or The Wing Fat Printing Company. Limited in any
jurisdiction, including the United States, and any securitics described in this circular may not be offered or sold in the
United States absent registration under the United States Securities Act of 1933, us amended. or an ¢xemption thereltom.
No uction has been taken or will be taken to permit a public offering of shares in The Wing Fat Printing Company,
Limited in any jurisdiction other than Hong Kong.

SHANGHAI INDUSTRIAL HOLDINGS LIMITED

{Incorporated in Hong Kong with limited labiliny)

(Stock Code: 363)

éme L FEBARLE
N

POSSIBLE DISCLOSEABLE TRANSACTION AND MATERIAL DILUTION OF
INTEREST IN A MAJOR SUBSIDIARY IN RELATION
TO THE PROPOSED SPIN-OFF AND SEPARATE LISTING OF

THE WING FAT PRINTING COMPANY, LIMITED —
ON THE MAIN BOARD OF o
THE STOCK EXCHANGE OF HONG KONG LIMITED, * - —
CONTINUING CONNECTED TRANSACTIONS L
AND R
ADOPTION OF SHARE OPTION SCHEME OF L
THE WING FAT PRINTING COMPANY, LIMITED {

Independent financial adviser to the Independent Board Committee and Shareholders
in respect of the Proposed Spin-off and the Continuing Connected Transactions

COMMERZBANK .2,
Commerzbank AG Hong Kong Branch

A letter from the Independent Board Committee to the Sharcholders is set out on page 31 of this circular,

A letter from Commerzbank AG Hong Kong Branch. the independemt financial adviser to the Independent Board
Committee and the Shareholders, containing its advice in relation to the Proposed Spin-off is set out on pages 32 to 46 of
this circular.

A notice convening the Extruordinary General Meeting of Shanghai Industrial Holdings Limited (the “Company™) to be
held at the Conference Room of the Company at 26th Fleor, Harcourt House, 39 Gloucester Roud, Wanchai, Hong Kong
on 26th November 2007 at 3:00 p.m. is set out on pages 68 o 69 of this circulur.

Whether or not you are able 1o atiend the Extraordinary General Meeting, you are requested to complete the enclosed
form of proxy in accordance with the instructions printed thereon and deposit the same 1o the registered office of the
Company at 26th Floor. Harcourt House, 39 Gloucester Road. Wanchai. Hong Kong as soon as possible and in any event
not less than 48 hours before the time scheduled for the holding of the Extraordinary Gencral Meeting or any
adjournments thereof. Completion and return of the form of proxy will not preclude you from attending and voting in
person at the EGM or any adjournments thereof should you so wish.

9th November 2007




EXPECTED TIMETABLE

2007
Last day for dealing in Shares cum-entitlement
to the Preferential Offer ... o o o Tuesday. 20th November
First day for dealing in Shares ex-entitlement
o the Preferential Offer ... ... .. ... ... .. .. .. .. Wednesday. 21s1 November 2007
Latest time for lodging transters of Shares to
qualify for the Preferential Offer ... ... ... ... 4:30 p.m. on Thursday. 22nd November

Register of Members of the Company closes
{both days inclusive) . ... ... .. ... ... ... from 9:0¢0 a.m. on Friday. 23rd November to
4:30 p.m. on Monday, 26th November

Latest time for return of proxy forms
in respect of the Extraordinary General Mecting . 3:00 p.m. on Saturday. 24th November

Record Date for determining the entitlement to

the Preferential Offer ... o o oo o oo Monday. 26th November
Extraordinary General Meeting ... ... ... ... 3:00 p.m. on Monday. 26th November
Register of Members of the Company re-opens ... ... ... ... ... .. 9:00 a.m. on Tuesday.

27th November
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DEFINITIONS

In this circular, the following expressions have the following meanings unless the
context requires otherwise:

“Associate(s)” has the meaning ascribed to it under the Listing Rules

“Assured Entitlement” the entitlement of Qualifying Shareholders to apply for
Reserved Shares under the Preferential Offer

“Auditors” the auditors for the time being of WF Printing
“Board” the board of directors of the Company
“Business Day” a day (other than a Saturday, Sunday or public holiday)

on which licensed banks are open for business in Hong
Kong and the Stock Exchange is open for business of
dealing in securities
" the issue of WF Shares to WF Shareholders on a record
date (0 be determined by the WF Board by way of
capitalisation of certain sums standing to the credit of
the share premium account of WF Printing being
credited as a result of the Global Offering

“Capitalisation lssue

“CCASS” The Central Clearing and Settlement System
established and operated by HKSCC

“Chengdu Wing Fat” A El i B S & B2 5] (Chengdu Wing Fat Printing Co.,
Ltd.), a sino-foreign equity joint venture enterprise
established in the PRC which is owned as to 51% by
WF Printing and a subsidiary of the Company

“chief executive” has the meaning ascribed to it under the Listing Rules
“Cigarette Packaging the printing and sale of cigarette packaging materials
Transactions” by Xuchang Yongchang to Xuchang Cigarette Factory,

particulars of which are set out in the section titled
“Continuing Connected Transactions” in the “Letter
from the Board™ set out in this circular

“Commerzbank” Commerzbank AG Hong Kong Branch, a licensed
corporation permitied to carry out type I (dealing in
securities), type 4 (advising on securities) and type 6
(advising on corporate finance) regulated activities
under SFO, the independent financial adviser appointed
to advise the Independent Board Committee and the
Shareholders in respect of the Proposed Spin-off and
the Continuing Connected Transactions




DEFINITIONS

*Company”

“Companies Ordinance”

“Connected Person”
“Continuing Connected

Transactions”

*Court™
«.Lday’7
“Directors”

“Extraordinary General Meeting”

“Global Coordinator”

“Global Offering”

“Grantee”

“Group”

Shanghai Industrial Holdings Limited, a company
incorporated under the laws of Hong Kong with limited
liability, whose shares are listed on the Main Board of
the Stock Exchange

the Companies Ordinance (Chapter 32 of the Laws of
Hong Kong), as amended, supplemented or otherwise
modified from time to time

has the meaning ascribed to it under the Listing Rules

the Cigarette Packaging Transactions, Wine Packaging
Transactions  and  Recovered  Paper Purchase
Transactions

any court of Hong Kong of competent jurisdiction
calendar day
directors of the Company

the extraordinary general meeting of the Company to
be convened and held at the Conference Room of the
Company at 26th Floor, Harcourt House, 39 Gloucester
Road, Wanchai, Hong Kong on Monday, 26th
November 2007 at 3:00 p.m. at which ordinary
resolutions will be proposed to approve, if thought fit,
the Proposed Spin-off and the WF Scheme

BNP Paribas Capital (Asia Pacific) Limited, a
corporation licensed to conduct type 1 (dealing in
securities) and type 6 (advising on corporate finance)
regulated activities under the SFO

the Public Offer and
Preferential Offer)

the Placing (including the

any Participant who accepts an Offer in accordance
with the terms of the WF Scheme or (where the context
so permits) the legal personal representative(s) entitled
to any such Option in consequence of the death of the
original Grantee

the Company and its subsidiaries




DEFINITIONS

3

“Hebei Yongxin’

.sHK$!9

*HKSCC”

“Hong Kong”

1

“Independent Board Committee’

“Latest Practicable Date”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Model Code”

“Non-Qualifying Sharcholder(s)”

ldesiko B ARZEA R4 5 (Hebei Yongxin Paper Co., Ltd.),
a sino-foreign equity joint venture enterprise
established in the PRC with limited hLability which is
owned as to 66% by WF Printing and a subsidiary of
the Company

Hong Kong dollars, the lawful eurrency of Hong Kong

Hong Kong Securities Clearing Company Limited, a
wholly-owned subsidiary of Hong Kong Exchanges and
Clearing Limited

the Hong Kong Special Administrative Region of the
PRC

the independent board committee comprising Dr. Lo Ka
Shui, Prof. Woo Chia-Wei, Mr. Leung Pak To, Francis,
all independent non-executive Directors, appointed to
advise the Shareholders in respect of the Proposed
Spin-off and the Continuing Connected Transactions

7th November 2007, being the latest practicable date
for ascertaining certain information in this circular

the listing sub-committee of the directors of the Stock
Exchange

the date on which dealings of the Shares on the Main
Board of the Stock Exchange first commence

the Rules Governing the Listing of Securities on the
Stock Exchange

Model Code for Securities Transactions by Directors of
Listed [ssuers as set out in Appendix 10 to the Listing
Rules

Sharcholder(s) whose names appear on the Register of
Members of the Company on the Record Date with the
addresses as shown in the Register of Members of the
Company on that day outside Hong Kong whom the
Board, after making enquiries, considers it necessary or
expedient on account either of legal restrictions under
the laws of the relevant overseas places or the
requirements of the relevant regulatory bodies or stock
exchanges in those places not to offer the Reserved
Shares to them




DEFINITIONS

“Offer”

“Offer Date”

“Offer Price”

“Options”

“Option Period”

“Over-allotment Option”

“QOverscas Shareholder(s)”

the offer of the grant of an Option made by the WF
Board in accordance with the WF Scheme

the date on which an Option is offered to a Participant
in accordance with the WF Scheme, such date must be
a Business Day

the final price per WF Share in Hong Kong dollars
(exclusive of brokerage, SFC transaction levy and the
Stock Exchange trading fee) at which the WF Shares
are to be subscribed for and issued, or purchased and
sold, pursuant to the Global Offering, to be determined
as further described in the Prospectus

a right to subscribe for WF Shares pursuant to the
terms of the WF Scheme

a period to be determined by the WF Board at its
absolute discretion and notified by the WF Board to
each Grantee as being the period during which an
Option may be c¢xercised and in any event, such period
shall not be longer than 10 years from the date upon
which any particular Option is granted in accordance
with the WF Scheme

the option to be granted by WF Printing to the Global
Coordinator on behalf of the placing underwriters (o
require ' WF Printing to allot and issue up to an
aggregate of 15% of the WF Shares to be initially
offered for subscription under the Global Offering at
the Offer Price to cover, among other things,
over-allocations in the Placing

the Shareholder(s) whose name(s) appear(s) on the
register of members of the Company on the Record
Date and whose address(es) as shown in the register of
members of the Company on that date is/are outside
Hong Kong




DEFINITIONS

“Participant™

“Placing™

"PNI15"

“PRC™

means (i) any directors, officers or employees {(whether
full-time or part-time) of each member of the WF
Group and of WF Printing’s jointly-controlled entities
and associated companies; (1i) any discretionary objects
of a discretionary trust established by any employees.
or directors of each member of the WF Group and of
WE Printing’s jointly-controlled entities and associated
companies; (iii) any consultants, professional and other
advisers to each member of the WF Group and of WF
Printing’s jointly-controlled entities and associated
companies (including their employees or executives or
any persons, firms or companies proposed to be
appointed for providing such services): (iv) any chiel
executives or substantial sharcholders of WF Printing:
(v) any Associates of directors, chief cxecutives or
substantial sharcholders of WF Printing: (vi) any
directors, chief executives, officers or employees
(whether full-time or part-time) of the Company, SIIC
or other holding companies of WF Printing; and (vii)
any Associates of directors. chief executives. officers or
employees of the Company, SIIC or other holding
companies of WF Printing. provided that the WF Board
may have absolute discretion to detcrmine. whether or
not one falls within the above categories

the offer and sule of the WF Shares by WF Printing (a)
to qualified institutional buyers in the United States in
reliance on Rule 144A under the Securities Act and (b)
to certain persons outside the United States (including
to professional investors in Hong Kong, other than to
retail investors in Hong Kong) in reliance on
Regulation S under the Securities Act, as described in
this circular and to be further described in the
Prospectus

Practice Note 15 of the Listing Rules
the People’s Republic of China which, for the purpose

of this circulay, excludes Hong Kong, the Macao
Special Administrative Region of the PRC and Taiwan




DEFINITIONS

“Preferential Offer”

“Proposed Spin-off”

“Prospectus”

“Public Offer”

“Record Date”
“Recovered Paper Purchase

Transactions”

“Relevant Company™

“Remaining Group”

“Reserved Shares™

“RMB"

“Qualifying Shareholder(s)”

the proposed preferential offer to the Qualifying
Shareholders for subscription of the Reserved Shares
on an assured basis at the Offer Price, on and subject
to the terms and conditions as will be described in the
Prospectus, details of which are set out in the
paragraph headed “Preferential Offer” in the section
titled “Letter from the Board™ in this circular

the proposed separate listing of the WF Shares on the
Main Board of the Stock Exchange pursuant to the
Global Offering

the prospectus proposed to be issued by WF Printing in
relation to the Global Offering

the offer of WF Shares by WF Printing for subscription
by the public in Hong Kong for cash at the Offer Price
as described 1in this circular and to be further described
in the Prospectus

holder{s) of not less than 100 Shares whose name(s)
appear on the register of members of the Company at
4:30 p.m. on the Record Date, other than the
Non-Qualifying Sharcholder(s)

26th November 2007. being the date for ascertaining
the Assured Entitlement

the purchase of recovered paper by Hebei Yongxin
from Xinnan Paper, particulars of which are set out in
the section titled "“Continuing Connecied Transactions”
in the “Letter from the Board” set out in this circular

means any of WF Printing, its subsidiaries, its
jointly-controlled entities, its associated companies, the
Company, SIIC or other holding companies of WF
Printing

the Group, excluding the WF Group

10.712.610 WF Shares, representing approximately
7.1% of the WF Shares initially available under the
Global Offering, being offered o the Qualifying
Shareholders pursuant to the Preferential Offer and
which are to be allocated out of the WF Shares offered
under the Placing

Renminbi, the lawful currency of the PRC




DEFINITIONS

“$.1. Printing”

“Securities Act”

"SFO”

“Shares”

“Shareholder(s)”

“Sichuan Swellfun™

“SIIC”

“Stock Exchange”

“Subscription Price”

“Underwriters”

“Underwriting Agreements”™

“United States”

“WF Board”
“WE Directors”

“WF Group™

S.I. Printing Heldings Litd.. a company incorporated
under the laws of the Bntish Virgin Islands with
limited liability and a wholly-owned subsidiary of the
Company

the U.S. Securities Act of 1933, as amended

the Securities and Futures Ordinance (Chapter 571 of
the laws of Hong Kong)

ordinary shares of HK3$0.10 each in the capital of the
Company

holder(s) of the Share(s)

PO sk H R E B2 A (Sichuan Swellfun Co., Lid)
(formerly known as [O)I|2BAZ##HFELE  (Sichuan
Quan Xing Joint-Stock Co.. Ltd.), a connected person
of the Company by virture of its being a substantial
shareholder of Chengdu Wing Fat, a subsidiary of the
Company

Shanghai Industrial Investment (Holdings) Co. Lud., a
company incorporated under the laws of Hong Kong
with limited liability

The Stock Exchange of Hong Kong Limited

the price per WF Share at which a Grantee may
subscribe for WF Shares on the exercise of an Option
pursuant to the terms of the WF Scheme

the underwriters of the Global Offering

the underwriting agreements to be entered into
between. inter alia, WF Printing and the Underwriters

in connection with the Global Offering

the United States of America, its territories, its
possessions and all areas subject to its jurisdiction

board of directors of WF Printing
directors of WF Printing

WF Printing and its subsidiaries




DEFINITIONS

“WF Printing”

“WF Scheme”

“WF Shareholders”
“WF Shares”

“Wine Packaging Transactions”

“Xinnan Paper”

“Xuchang Cigarette Factory”

“Xuchang Yongchang”

The Wing Fat Printing Company, Limited, a public
company incorporated under the laws of Hong Kong
with limited lability whose issued ordinary share
capital is indirectly owned as to approximately 93.44%
by S.1. Printing and a subsidiary of the Company

the proposed share option scheme to be conditionally
adopted by WF Printing, a summary of the principal
terms of which is set out in Appendix [ to this circular

holders of WF Shares
ordinary shares of WF Printing

the printing and sale of wine packaging materials by
Chengdu Wing Fat to Sichuan Swellfun, particulars of
which are set out in the section titled “Continuing
Connected Transactions” in the “Letter from the Board”
set out in this circular

T ORI YR T (Xinnan (Tianjin) Paper Co.,
Ltd.), a connected person of the Company by virtue of
its being a substantial shareholder of Hebei Yongxin, a
subsidiary of the Company

B (Xuchang Cigarette Factory), a connected
person of the Company by virtue of its being a
substantial shareholder of Xuchang Yongchang, a
subsidiary of the Company

FEKEENHEAMBEELT (Xuchang Yongchang Printing
Co., Ltd.), a sino-foreign equity joint venture enterprise
established in the PRC with limited liability which is
owned as to 519% by WF Printing and a subsidiary of
the Company

For the purposes of this circular, the exchange rate of HK$1.00 = RMB0.96 has been
used, where applicable, for purpose of illustration only and does not constitute «
representation that any amount has been, could have been or mayv be exchanged at any

particular rate on the date or dates in question or any other date.

English names of the PRC established companies/entities in this circular are only
translations of their official Chinese names. In case of inconsistency, the Chinese names

prevail,
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SHANGHA}l INDUSTRIAL HOLDINGS LIMITED

{Incorporated in Hong Kong with limited liability)

(Stock Code: 363)

Executive Directors: Registered office:
Mr. Cat Lai Xing (Chairman) 26th Floor
Mr. Cui Yu Tian (Vice Chairman and Harcourt House
Chief Executive Officer) 39 Gloucester Road
Mr. Qu Ding (Vice Chairman and Wanchai
Execurive Deputy CEO) Hong Kong

Mr. Lu Ming Fang

Mr. Ding Zhong De

Mr. Qian Shi Zheng (Depury CEQ)
Mr. Yace Fang

Mr. Tang Jun

Independent Non-Executive Directors:
Dr. Lo Ka Shui

Prof. Woo Chia-Wei

Mr. Leung Pak To, Francis

9th November 2007

To the Shareholders
Dear Sir or Madam,

POSSIBLE DISCLOSEABLE TRANSACTION AND MATERIAL DILUTION OF
INTEREST IN A MAJOR SUBSIDIARY IN RELATION
TO THE PROPOSED SPIN-OFF AND SEPARATE LISTING OF
THE WING FAT PRINTING COMPANY, LIMITED
ON THE MAIN BOARD OF
THE STOCK EXCHANGE OF HONG KONG LIMITED,
CONTINUING CONNECTED TRANSACTION
AND
ADOPTION OF SHARE OPTION SCHEME OF
THE WING FAT PRINTING COMPANY, LIMITED

INTRODUCTION

The Board announced that WF Printing had on 29th August 2007 submitted an advance
booking form to the Stock Exchange in relation to the Proposed Spin-off and had on 7th
November 2007 submitted a formal application to the Stock Exchange for the separaie
listing of. and permission to deal in, the WF Shares in issue and to be issued pursuant to the
Global Offering, the Capitalisation Issue and the WF Scheme on the Main Board of the

—g_
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Stock Exchange. No action has been taken or will be taken to permit a public offering of the
WF Shares in any jurisdiction other than Hong Kong. The Proposed Spin-off, if procecded,
will be effected in compliance with PN15 of the Listing Rules,

WF Printing is a public company incorporated in Hong Kong in 1920 and its issued
ordinary share capital is indirectly owned as to approximately 93.44% by the Company
through its wholly-owned subsidiary S.I. Printing. According to Rule 13.36 of the Listing
Rules, WF Printing is a major subsidiary of the Company. The Proposed Spin-off may
constitute a material dilution of the Company’s interest in WF Printing (as defined under
Rule 13.36 of the Listing Rules) since after completion of the Proposed Spin-off and
assuming the exercise of the Over-allotment Option in full, the Company’s interest in WF
Printing will be diluted to the extent of 5% or more as determined under the revenue tests
pursuant to Rule 14.07 of the Listing Rules. As such, the Proposed Spin-off will be made
conditional upon the approval of the Shareholders pursuant to paragraph 3(e)(1){ii) of PNi5.
No Shareholder is required to abstain from voting in respect of the resolution to be proposed
at the Extraordinary General Meeting to approve the Proposed Spin-off. The Independent
Beard Committee had been appointed to advise the Shareholders in respect of, inter alia, the
Proposed Spin-off and Commerzbank had been appointed to advise the Independent Board
Committee and the Sharcholders in respect of, inter alia, the Proposed Spin-oft.

The Proposed Spin-off will also constitute a discloseable transaction for the Company
under Chapter 14 of the Listing Rules in the event that the Over-allotment Option is
exercised.

Assuming that the Over-allotment Option is not exercised, S.I. Printing will be
interested in approximately 65.41% of the enlarged total issued share capital of WF Printing
immediately following completion of the Proposed Spin-off.

In connection with the Proposed Spin-off, the Preferential Offer will be made to the
Qualifying Shareholders and WF Printing will adopt the WF Scheme. Since WF Printing is a
subsidiary of the Company, Shareholders’ approval is also required for the adoption of the
WF Scheme.

The Continuing Connected Transactions had in the past been entered into by members
of the WF Group with substantial sharcholders of WF Printing’s PRC subsidiaries which are
of a continuing nature. These Continuing Connected Transactions are continuing connected
transactions of the Group under the Listing Rules and had previously been disclosed by the
Company in accordance with the Listing Rules. It is envisaged that these transactions will
continue after completion of the Proposed Spin-off and will therefore continue to be subject
to. among other things, the connected transactions requirements under Chapter 14A of the
Listing Rules. The Independent Board Committee had been appointed to advise the
Shareholders in respect of, inter alia, the Continuing Connected Transactions and
Commerzbank had been appointed to advise the Independent Board Committee and the
Shareholders in respect of, inter alia, the Continuing Connected Transactions.

The purposes of this circular are (1) to provide the Shareholders with information on
the reasons for and benefits of the Proposed Spin-off. the Preferential Offer and such other
information relating to the Proposed Spin-off; (2) to provide the Shareholders with
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information on the Continuing Connected Transactions: (3) to set out the recommendation of
the Independent Board Committee to the Shareholders in respect of the Proposed Spin-off
and the Continuing Connected Transactions: (4) to set out the letter of advice from
Commerzbank which contains its recommendation to the Independent Board Committee and
the Sharcholders in respect of the Proposed Spin-off and the Continuing Connected
Transactions: (5) 1o provide Shareholders with details on the WF Scheme; and (6) to give
notice to Shareholders of the Extraordinary General Meeting at which ordinary resolutions
will be proposed to approve the Proposed Spin-off and the WF Scheme.

Shareholders and potential investors should note that the Proposed Spin-off is
subject to, among others, the conditions referred to in this circular, the decision of the
Board as well as market conditions prevailing at the time immediately before the
Proposed Spin-off. In particular, there is no assurance that approval from the Stock
Exchange will be granted. As the Proposed Spin-off and the Preferential Offer may or
may not proceed, Shareholders and potential investors are advised to exercise caution
when dealing in the securities of the Company.

THE PROPOSED SPIN-OFF
(1) The Proposed Spin-off

The final structure (including the price range) of the Proposed Spin-off has not yet
been concluded and will be determined by the Directors, the WF Directors and the Global
Coordinator tn due course. However, the Proposed Spin-off is proposed to be effected by
way of the Global Offering. which will comprise the Public Offer and the Placing (including
the Preferential Offer). and wili be accompanied by a separate listing of the WF Shares on
the Main Board of the Stock Exchange. The Proposed Spin-off will also include an
Over-allotment Option to be granted to the Global Coordinator on behalf of the placing
underwriters to require WF Printing to allot and issue up to an aggregaie of 15% of the WF
Shares initially to be offered for subscription under the Global Offering. It is intended that
the Qualifying Shareholders will be provided with an Assured Entitlement to WF Shares by
way of preferred application in the Global Offering, particulars of which are set out in the
scction litled “Preferential Offer” below,

The new WF Shares to be issued pursuant to the Global Offering will rank pari passu
in all respects with the other WF Shares then in issue and there is no restriction on the
subsequent sale of such WF Shares on the Stock Exchange.

The Proposed Spin-off will be subject to, among others. the following conditions:

(a) the Listing Committee granting listing of. and permission to deal in. the WF
Shares in issue and to be issued pursvant to the Proposed Spin-off:

(b) the obligations of the Underwriters under the Underwriting Agreements becoming
unconditional and the Underwriting Agreements not being terminated in
accordance with their respective terms or otherwise, on or before the date and
time to be specified therein; and

. .
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(c) the passing of a resolution at the Extraordinary General Mecting by the
Shareholders approving the Proposed Spin-off.

If any of these and other applicable conditions are not fulfilled or waived prior to the
dates and times to be specified, the Global Offering and the Proposed Spin-off will lapse,
the Stock Exchange will be notified immediately and an announcement will be published by
the Company and/or WF Printing as soon as practicable following such lapse.

The Proposed Spin-off will not proceed if such conditions are not satisfied.
(2) Separate Listing of WF Shares

The Shares will continue to be listed on the Stock Exchange after the implementation
of the Proposed Spin-off. The listing of the WF Shares on the Stock Exchange is conditional
upon, among others, the conditions stated in paragraph (1) above,

An application has heen made to the Stock Exchange for the listing of and permission
to deal in WF Shares in issue and any new WF Shares to be issued pursuant to the Global
Offering including any WF Shares that may be issued pursuant to the exercise of the
Over-allotment Option, any WF Shares that may be issued pursuant to the Capitalisation
Issue and any new WF Shares that may be issued pursuant to the excrcise of options under
the WF Scheme. The Directors confirm that the Company complies with all the requirements
under PN15 with respect to the Proposed Spin-off.

Subject to the granting of the listing of, and permission to deal in. the WF Shares on
the Stock Exchange as well as compliance with the stock admission requirements of
HKSCC. the WF Shares will be accepted as eligible securities by HKSCC, for deposit,
clearance and settlement in CCASS with effect from the date of listing of the WF Shares or
such other date as may be determined by HKSCC. Settlement of transactions between
participants of the Stock Exchange on any trading day is required to take place in CCASS
on the second trading day thereafter. All activities under CCASS are subject to the General
Rules of CCASS and CCASS Operational Procedures in effect from time to time.

(3) Businesses of the Remaining Group and of the WF Group

The Remaining Group is principally engaged in the business of real estate investment,
infrastructure facilities (including water services and toll roads), medicine ({including
Chinese medicine and health food, biomedicine, chemical medicine and medical equipment)
and consumer products (other than the printing of packaging materials, containerboard
production and paper trading business),

WF Printing is a public company incorporated in Hong Kong in 1920 and its issued
ordinary share capital is indirectly owned as to approximately 93.44% by the Company. The
business of the WF Group focuses on (1) quality printing of packaging materials in Hong
Kong and various provinces in the PRC principally for cigarettes, alcohol, pharmaceuticals,
cosmetics and a range of other consumer products, and (2) production of containerboard in
Hebei Province, the PRC for manufacture of corrugated boxes and other packaging boxes by
its customers. In addition, the WF Group engages in paper trading, which involves sales of

- 12 -
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printing and recovered paper. among others. The WF Group’s printing business is
headquartered in Hong Kong with 7 production bases in Hong Kong and a number of major
provinces in the PRC, namely, Guangdong Province. Henan Province, Zhejiaung Province and
Sichuan Province. All of the Group's printing, containerboard production and paper trading
businesses are conducted through the WF Group.

Upon completion of the Proposed Spin-off., the Company will remain an indirect
controlling shareholder of WF Printing, holding approximately 65.41% of its enlarged issued
share capital (assuming that the Over-allotment Option is not cxercised) through S.L
Printing.

Upon completion of the Proposed Spin-off, WF Printing will remain as a subsidiary of
the Company and its financial results will continue to be consolidated into the Group’s
resules.

Set out below is a brief summary of the audited consolidated results of the WF Group
for each of the three years ended 31st December 2006 and the unaudited consolidated results

of the WF Group for the six months ended 30th June 2006 and 2007 respectively:

Six months ended

Year ended 31st December 30th June
2004 2005 2000 2006 2007
HKS$ HKS HKS§ HK3 HKS
million million million million million

{unaudited) (unaudited)

Revenue 530.58 945.27 1.400.44 697.85 775.94
Share of results of
associates 38.13 3361 43,31 20.00 17.33

Share of (losses)
profits of jointly

controlled entities (9.41) 5.75 - - -
Profits before taxation 145.29 146.67 181,11 93.75 117.39
[ncome tax expense (19.31) (10.70) (7.67) {3.98) (10.86)
Minority interests (9.95) (10.46) (24.89) (17.77) (20.57)
Profits attributable to

WF Shareholders 116.03 125.51 148.55 72.00 85.96

(4) Reasons for and benefits of the Proposed Spin-off

The Company considers that the spin-oft and separate listing of WF Printing on the
Main Board of the Stock Exchange could better reflect the value of the WF Group on its
own merits and increase its operational and financial transparency through which investors
would be able to appraise and assess the performance and potential of the WF Group
separately and distinctly from those of the Company.
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{a)

(b)

The business of the WF Group has also grown to a size sufficient to command a
separate listing status and the Directors consider that such listing will be beneficial to the
Company for the following reasons:

it enables the Company to focus on and further develop its remaining business and
deploy its capital more efficiently by providing the Company with the flexibility to
raise funds from the capital markets in future to support its growth through continuing
organic expansion as well as acquisitions and enabling the WF Group to take advantage
of its growth potential by attracting new investors who are seeking investments in the
industries of printing of packaging materials, containerboard production and paper
trading businesses; and

the value of the WF Group is expected to be enhanced through the Proposed Spin-off
given that:

(1)

(ii)

(1ii)

(iv)

(v)

a listing on the Stock Exchange will enhance WF Printing’s profile amongst its
customers, suppliers and other business partners, as well as its ability to recruit
good talents available;

a listing on the Stock Exchange will enable WF Printing to directly and
independently access both equity and debt capital markets, as well as facilitate it
to secure bank credit facilities:

following the Proposed Spin-off. WF Printing, as a listed company, would be able
to offer an equity based incentive program (such as a share option scheme) that
correlates directly to the performance of its own business to its employees and
would therefore be in a better position to motivate its employees with incentive
programs that closely align with the objective of shareholder value creation;

the independent listing of WF Printing will lead to a more direct alignment of its
management’s responsibilities and accountability with its operating and financial
performance, This is expected to result in enhanced management focus, which
should in turn lead to improved decision-making processes, faster response-time
to market changes and increased operational efficiency. The top management of
WF Printing will be under heightened scrutiny from the investor community and it
will be possible to measure their performance against the stock market
performance of WF Printing relative to its industry peers listed on the Stock
Exchange. It will also be possible to link management incentives to such
performance, thereby increasing management motivation and commitment; and

a listing on the Stock Exchange will also provide clarity of the credit profile of
the WF Group for rating agencies and financial institutions that wish to analyse
and lend against the credit of a service provider and material supplier in the
packaging printing and containerboard production industry.

S.1. Printing is expected to remain as a controlling shareholder of WF Printing after
completion of the Proposed Spin-off, and the Group is expected to benefit from any
enhanced value of the WF Group through the Proposed Spin-off.
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(5) Intended use of proceeds

It is currently intended that the net proceeds from the Global Offering be used to
implement future plans of the WF Group, to improve its overall financial position and to
provide additional working capital for the WF Group. Based on the current proposed offer
size and structure of the Global Offering and assuming that the Over-alloiment Option is not
excrcised, it is currently expected that the estimated gross proceeds and net proceeds from
the Global Offering to be no less than approximately HK$756 million and approximately
HKS$708 million respectively. The actual amount of the net proceeds from the Global
Offering may. however, differ from such estimated figures depending on, among others, the
actual pricing and actual listing expenses incurred.

WF Printing currently intends to apply the net proceeds from the Global Offering as
follows:

—  to finance the capital expenditure for new production facilities of its printing business:
- to fund the acquisition of equity interests in other printing companies;

— to fund the capital expenditure of the sixth containerboard production line of Hebei
Yongxin;

— 1o establish new channels for sourcing of recovered paper in the Beijing-Tianjin-Hebei
region:

— 1o repay the bank borrowings: and

—  the remaining amount to provide funding for the WF Group’s working capital and other
general corporate purposes.

To the extent that the net proceeds from the Global Offering are not immediately
required for the above purposes or if the WF Group is unable to effect any part of its future
development plans as intended. the WF Group may hold such funds in short-term deposits
with licensed banks and authorized financial institutions in Hong Kong for so long as it is in
the best interests of the WF Group and the WF Shareholders.

—15-




LETTER FROM THE BOARD

(6) Effects of the Proposed Spin-off

(i) Shareholding structure prior to the Proposed Spin-off

The simplified shareholding structure of WF Printing as at the Latest Practicable Date
is sel out as follows:

SIIC
approx. 51.16% (Nore)
Company
100%
. o Other existing WF
Other businesses S.1. Printing Shareholders

Note:

approx. 93.44% of L '
issued ordinary shares
of WF Printing WF Printing

Businesses of printing
of paper packaging materials,

containerboard production and
paper trading

The Shares are held through three whoelly-owned subsidiaries of SIIC.

~16—

approx. 6.56% of
issued ordinary shares
of WF Printing
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(if)  Shareholding structure after the completion of the Proposed Spin-off and the
Capitalisation Issue

The simplified shareholding structure of WF Printing immediately after completion of
the Proposed Spin-off and the Capitalisation Issue (assuming the Over-allotment Option is
not exercised and SIIC. through its wholly-owned subsidiaries. takes up all Reserved Shares
allocated 1o its wholly-owned subsidiaries under the Preferential Offer) is set out as follows:

SIC M
approx. 51.16% (Notes | & 2)
Company
[ 100%
Other businesses S.1. Printing approx. 1.10% of Public
l_ issued WF Shares [

approx. 65.41% of
issued WF Shares approx. 33.49% of

issued WF Shares

WF Printing (Note 3)
Note

Businesscs of printing
of paper packaging materials,

containerboard production and
paper trading

Notes:

1. The Shares are held through three wholly-owned subsidiaries of SIC.

&

Axsuming no turther Shares are issued by the Company and ne acquisition or disposal of Shares by
SHC trom the Latest Practicable Date up to the date of completion of the Proposed Spin-off.

3. The 33.49% public shareholding in WF Printing includes the aggregate of 4.59% shareholdings of the
current shareholders of WF Printing (other than S.L Printing).

.
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(iif) Effects on net asset value

It is expected that there will be a gain on the deemed disposal of interests in WF
Printing upon completion of the Proposed Spin-off irrespective of whether the
Over-allotment Option is exercised and as a result, the net asset value of the Group is
expected to increase.

{iv} Effects on earnings

Upon completion of the Proposed Spin-off, the Group is expected to recognize a gain.
Based on the unaudited consolidaled net assets (after deducting minority interests) of WF
Printing as at 30th June 2007, the estimated market value of WF Printing, a pre-listing
dividend of HK$200 million declared by WF Printing and the estimated listing expenses. the
amount of gain is estimated to be in the range of approximately HK$234 million and
HK$338 million (if the Over-allotment Option is not exercised) or in the range of
approximately HK$260 million and HK$374 million (if the Over-allotment Option is
exercised in full). The gain represents the difference between the estimated amounts of net
assets of WF Printing to be diluted immediately following the completion of the Global
Offering. However, the actual amount of such gain may differ from the estimated figure as
mentioned above depending on the actual pricing, actual listing expenses incurred and actual
consolidated net assets of WF Printing following the completion of the Global Offering.
Upon completion of the Global Offering, the consolidated net profit of the Group will be
decreased by the portion of the results contributed by the reduced effective shareholding in
WF Printing held by the Group.

(7) Relationship with the Remaining Group

S.I. Printing, the immediate holding company of WF Printing is interested in
approximately 93.44% of the issucd ordinary share capital of WF Printing as at the Latest
Practicable Date and the Company is interested in the entire issued share capital of S.L
Printing as at the Latest Practicabie Date.

WF Printing is managed by six cxecutive WF Directors. Out of the six executive WF
Director, Mr. Ding Zhong De. an executive WF Director, is also an cxecutive director of the
Company and SIIC and also a director of Nanyang Brothers Tobacco Company, Limited. an
indirect wholly-owned subsidiary of the Company: and Mr. Zhou lJie. an executive WF
Director is also a deputy chief-executive officer of the Company and a vice-president of
SIIC. Mr. Ding Zhong De and Mr. Zhou Jie do not actively participate in the day-to-day
management and operations of the WF Group. The day-to-day management and operations
of the WF Group are overseen by Mr. Wen Song Quan, Mr. Jin Guo Ming. Mr. Chen Nai

Lang, and Mr. Wang Qi Cong. None of Mr. Wen. Mr. Jin, Mr. Chen, nor Mr. Wang holds
any directorship or other management position in the Company or SIIC. As such, the
majority of the executive WF Directors do not have any directorships or management roles
in the Company and/or SIIC.

The WF Board will also include 3 independent non-executive WF Directors who will
provide checks and balances over the WF Board’s decision-making on significant
transactions, connected transactions and other transactions involving a potential conflict of
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interests. WF Printing has a separate management team and separate functional departments
including accounting. administration and human resources and company secretarial
departments. All essential administration and daily operations of the WF Group will continue
to be independently carried out by the WF Group without any support from the Company
and/or §.1. Printing after the Proposed Spin-oft.

The WF Group has a clear business focus. distinct from that of the Remaining Group.
The WF Group is principally engaged in the business of packaging materials, production of
containerboard and paper making. After completion of the Global Offering, the Remaining
Group will continue to carry out their existing businesses, namely, real estale investment,
infrastructure facilities. medicine, consumer products (other than the manufacture and sale of
printed products and packaging materials, paper making and paper trading). As at the Latest
Pructicable Date, the Remaining Group does not carry on any business that compeles with
those of the WF Group.

(8) No Competition

The Company confirms that at any time during which the shares of WF Printing are
listed on the Stock Exchange or any other stock exchange and for so long as the Company
and S.1. Printing remains as a controlling shareholder (as defined under the Listing Rules) of
WF Printing:

(i) it and any companies (other than members of the WF Group) which it can, either
directly or indirectly. exercise or control the exercise of more than 50% of the voting
power at general meetings or control the majority of the board of directors (the
“Remaining Companies™) will not carry on any business that competes or may compete
with the WF Group’s businesses as described in the Prospectus;

(i1) it shall, in its best endeavours, prevent and procure the Remaining Companies to
prevent from developing any business in the future that would constitute actual or
potential competition with the WF Group's businesses as described in the Prospectus:

(i) in the event that its business and/or the business of the Remaining Companies
competes or may compete with th¢ WF Group’s business as described in the
Prospectus, it shall put the WF Group’s interests as the first priority, and use its best
endeavours to eliminate or avoid such competition;

(iv) 1t will make an annual declaration on the compliance of the no-competition
confirmations set out in paragraphs (i) to (iii) above in the annual report of WF
Printing: and

(v) it will provide all information necessary for the annual review by the independent
non-executive WF Directors on the compliance with the no-competition confirmations
set out in paragraphs (i) to (iii} above as well as the enforcement of such
confirmations.

The Directors are of the view that there is no actual or potential compeltition between
the business of the Remaining Group and the business of the WF Group.

19—
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(9) Listing Rules Implications

According to Rule 13.36 of the Listing Rules, WF Printing is a major subsidiary of the
Company. The Proposed Spin-off may constitute a material dilution of the Company’s
interest in WF Printing (as defined under Rule 13.36 of the Listing Rules) since after
completion of the Proposed Spin-off and assuming the exercise of the Qver-allotment Option
in full, the Company’s interest in WF Printing will be diluted to the extent of 5% or more as
determined under the revenue tests calculated pursuant to Rule 14.07 of the Listing Rules.
As such. the Proposed Spin-off will require the approval of the Shareholders pursuant to
paragraph 3(e)(1)(ii} of PN15. No Shareholder is required to abstain from voling in respect
of the reselution to be proposed at the Extraordinary General Meeting to approve the
Proposed Spin-off. An Independent Board Committee comprising the independent
non-executive Directors had been formed to advise the Shareholders and Commerzbank had
been appointed to advise the Independent Board Committee and the Shareholders in respect
of the Proposed Spin-off.

The Proposed Spin-off may also constitute a discloseable transaction for the Company
under Chapter 14 of the Listing Rules in the event that the Over-allotment Option is
exercised.

THE PREFERENTIAL OFFER

In order to enable the Shareholders to participate in the Global Offering on a
preferential basis as to allocation only and subject to the Stock Exchange granting listing of,
and permission to deal in, the WF Shares on the Stock Exchange, it is expected that
10,712,610 Reserved Shares (representing approximately 7.1% of the WF Shares initially
offered under the Global Offering and taking no account of any WF Shares which may be
allotted and issued pursuant to the exercise of the Over-allotment Option) will be available
for subscription by Qualifying Shareholders at the Offer Price under the Preferential Offer.
The Reserved Shares will be allocated out of the WF Shares to be offered under the Placing.
It is expected that the Qualifying Shareholders will be cntitled to subscribe such number of
Reserved Shares on an assured basis at the Offer Price for one Reserved Share for every
whole multiple of 100 Shares held by them at 4:30 p.m. on the Record Date, provided that
any Qualifying Shareholder holding less than 100 Shares at 4:30 p.m. on the Record Date
will not be entitled to apply for the Reserved Shares. However, the aforesaid is only an
estimated and the final Assured Entitlement will depend on the number of Shares held by
Qualifying Shareholders at 4:30 p.m. on the Record Date. It is currently expected that the
three wholly-owned subsidiaries of SIIC, which together hold approximately 51.16% of the
issued share capital of the Company. will take up their respective entitlements of the
Reserved Shares under the preferential Offer.

In the event that the Proposed Spin-off does proceed, a blue application form for the
Reserved Shares, together with a copy of the Prospectus, will be despaiched to cach
Qualifying Shareholder who is entitled to apply for the Reserved Shares.
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Shareholders should note that Assured Entitlements to Reserved Shares may not
represent a multiple of a full board lot of 500 WF Shares and will be rounded down to
the closest whole number if required, and that dealings in odd lots of the WF Shares
may be at a price helow their prevailing market price.

Assured Entitlements of Qualifying Shareholders to the Reserved Shares will not be
transferable and there will be no trading in nil paid entitlements on the Stock Exchange. Any
WF Shares issued pursuant to the Preferential Offer will be deemed fully paid. ranking pari
passu in all respects with other WF Shares then in issue. The Global Coordinator has the
authority 10 reallocate all or any of the Reserved Shares not taken up by the Qualifying
Sharcholders to the Placing.

The number of WF Shares initially available under the Preferential Offer is expected to
represent approximately 7.1% of the WF Shares initially offered under the Global Offering
and approximately 2.1% of the enlarged issued share capital of WF Printing upon
completion of the Global Offering, assuming the Over-allotment Option is not exercised.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from 9:00 a.m. on Friday. 23rd
November 2007 1o 4:30 p.m. on Monday, 26th November 2007 for the purpose of
determining the entitlement of the Qualifying Shareholders to the Preferential Offer. No
transfer of Shares may be registered during that period. In order to qualify for the
Preferential Offer, all wansfers of Shares must be lodged with the share registrar of the
Company by no later than 4:30 p.m. on Thursday, 22nd November 2007.

As the Proposed Spin-Off and the Preferential Offer may or may not proceed,
Shareholders and potential investors are advised to exercise caution when dealing in the
securities of the Company.

CONTINUING CONNECTED TRANSACTIONS

The Continving Connected Transactions had in the past been cntered into by members
of the WF Group with substantial shareholders of WF Printing’s PRC subsidiaries which are
of a continuing nature. These Continuing Connected Transactions are continuing connected
transactions of the Group under the Listing Rules and had previously been disclosed by the
Company in accordance with the Listing Rules. It is envisaged that these transactions will
continue after completion of the Proposed Spin-off and will continue to be subject to, among
other things. the connected transactions requirements under Chapter 14A of the Listing
Rules.

Particulars of the Continuing Connected Transactions

(1) Cigarette Packaging Transactions

Xuchang Yongchang, a subsidiary of the Company which carries on the business of
printing and manufacturing of paper packaging materials, currently prints and sells cigarette
packaging materials to Xuchang Cigarette Factory, a substantial shareholder of Xuchang
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Yongchang holding 20.6% interests in Xuchang Yongchang, at prices negotiated on a fair
basis with reference to the prevailing market prices. According to the WF Directors, as far
as they are aware, it is a normal practice within the tobacce industry for cigaretie
manufacturers to engage a limited number of printing companies to undertake the printing of
their respective cigarette packages and to form strategic relationships with such printing
companies. For this reason, Xuchang Cigarette Factory, which is a substantial shareholder of
Xuchang Yongchang. had been the sole customer™*® for the cigarette packaging business of
Xuchang Yongchang from 2005 to 2007.

Nore Which included %R 1G4 g which has been merged into Xuchang Cigareue Factory in year 2005,

It is envisaged that Xuchang Yongchang may continue to print and sell cigarette
packaging materials to Xuchang Cigarette Factory from time to time after the Proposed
Spin-off at fees charged on similar basis. Xuchang Yongchang has therefore on 7th
November 2007 entered into an agrecment with Xuchang Cigaretie Factory with respect to
the Cigarette Packaging Transactions containing, inter alia, the fellowing terms:

Date : 7th November 2007
Parties : (1) Xuchang Cigarette Factory
(ii) Xuchang Yongchang
Term : From 7th November 2007 to 31st December 2009

Nature of Transaction Xuchang Cigarette Factory will purchase cigarette paper
materials and cigarette box packaging materials from Xuchang
Yongchang in priority to other suppliers.

Pricing : The goods shall be supplied at prices negotiated on a fair
basis with reference to the prevailing market prices, and at
prices no less than those paid by Xuchang Cigarette Factory to
other independent suppliers with respect to similar products

It is currently expected that the income to be derived from the Cigarette Packaging
Transactions for the three years ending 31st December 2007, 2008 and 2009 will not exceed
RMB200,000,000 (approximately HK$208,333,000), RMB260,000.000 (approximately
HK$270.833,000) and RMB338,000,000 (approximately HK$352,083,000) respectively. Such
annual cap amounts are arrived at after taking into account the following:

(i) historical figures including the transaction volume for the first half of 2007 as set out

below:

Year ended Approximate amount
Year ended 31st December 2004 HK$22.198.000
Year ended 31st December 2005 HK3$113,491,000
Year ended 31st December 2006 HK$122,694,000
Six months ended 30th June 2007 HK$94.268.000

(i) prediction on business growth, general industry growth and inflation; and
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(iii) the expected growth in Xuchang Yongchang's production capacity in 2008 and 2009
with the purchase and installation of new machines which arc expected to be in
operation in 2008, thereby enabling Xuchang Yongchang to accommodale the growing
demands of Xuchang Cigarette Factory.

The Directors consider that the Cigarette Packaging Transactions have been and will
continue 1o be entered into on normal commercial terms and in the ordinary course of
business of the Group and the terms of the Cigarette Packaging Transactions as set out in
the agreement are fair and reasonable to the Company and its Sharcholders taken as a whole.

(2) Wine Packaging Transactions

Chengdu Wing Fat, a subsidiary of the Company which carries on the business of
printing and manufacturing of paper packaging materials, currently prints and sells wine
packuging materials 1o Sichuan Swellfun, a substantial shareholder of Chengdu Wing Fat
holding 20% interests in Chengdu Wing Fat, at fees negotiated on arm’s length basis.
According to the WF Directors, as far as they are aware, wine manufacturers often prefer to
engage only a limited number of printing companies to undertake the printing of their
respective wine packages in order to prevent counterfeit products. ensure a steady and
reliable supply. consistency in the quality of printing and timely delivery, Sichuan Swellfun,
being a substantial sharehelder of Chengdu Wing Fat, had therefore engaged the printing
services of Chengdu Wing Fat.

It is envisaged that Chengdu Wing Fat may continue to print and sell wine packaging
materials to Sichuan Swellfun from time to time after the Proposed Spin-off at fees charged
on similar basis. Chengdu Wing Fat has therefore on 7th November 2007 entered into an
agreement with Sichuan Swellfun containing, inter alia, the following 1erms:

Date : 7th November 2007

Parties : {1) Sichuan Swellfun
{ii) Chengdu Wing Fat

Term : From 7th November 2007 to 31st December 2009

Nature of Transaction Chengdu Wing Fat will use its best efforts to supply wine
packaging materials to Sichuan Swellfun to satisfy its needs
and Chengdu Wing Fat will be the specified printer of
packaging materials for Sichuan Swellfun’s products

Pricing : The goods shall be supplied at prices negotiated on a fair

basis with reference to the prevailing market prices and the
prices of raw materials.
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It is currently expected that the income to be derived from the Wine Packaging
Transactions for the three years ending 31st December 2007, 2008 and 2009 will not exceed
RMB32,000,000 (approximately  HK$33,333,000), RMB38.000,000 (approximately
HK$39,583,000) and RMB45,000,000 (approximately HK$46,875,000) respectively. Such
annual cap amounts are arrived at after taking into account the following:

(1) historical figures including the transaction volume for the first half of 2007 as set out

below:

Year ended Approximate amount
Year ended 31st December 2005 HK$28.688.000
Year ended 31st December 2006 HK$26,268,000
Six months ended 30th June 2007 HK$13,767,000

(ii} prediction on business growth, general industry growth and inflation: and

(iii) the expected growth in Chengdu Wing Fat’s production capacity in 2008 and 2009 with
the purchase and installation of new machines which are expected to be in operation in
2008.

The Directors consider that the Wine Packaging Transactions have been and will
continue 1o be entered into on normal commercial terms and in the ordinary course of
business of the Group and the terms of the Wine Packaging Transactions as set out in the
agreement are fair and reasonable 1o the Company and its Shareholders taken as a whole.

{3) Recovered Paper Purchase Transactions

Hebei Yongxin, a subsidiary of the Company which carries on the business of paper
making, currently sources recovered paper from Xinnan Paper, a substantiai sharecholder of
Hebei Yongxin holding 29% interests in Hebei Yongxin, for the production of containerboard
products at a price range similar to that charged by Xinnan Paper to its other customers. As
Hebei Yongxin needs to source recovered paper materials for its paper making business and
Xinnan Paper is in the business of sale of recovered paper with a reputation which Hebei
Yongxin has confidence on the quality of the materials as well as the services provided by
Xinnan Paper, Hebei Yongxin prefers to source its raw material from Xinnan Paper, a
supplier which Hebei Yongxin is more familiar with rather than from a new supplier.
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Apart from sourcing recovered paper materials from other suppliers. it is envisaged that
Heber Yongxin may also continue to purchase such recovered paper materials from Xinnan
Paper from time to time after the Proposed Spin-off at fees charged on similar basis. Hebei
Yongxin has therefore on 7th November 2007 entered inte an agreement with Xinnan Paper
containing, inter alia, the following terms:

Date : 7th November 2007
Parties : (i) Xinnan Paper
(ii) Hebei Yongxin
Term : From 7th November 2007 to 31st December 2009

Nature of Transaction Xinnan Paper will supply recovered paper materials to Hebei
Yongxin in accordance with Hebei Yongxin's demands

Pricing : The goods shall be supplied at prices negotiated on a fair
basis with reference to the prevailing market prices. and at
prices no higher than those charged by Xinnan Paper on its
other independent customers

[t is currently expected that the amount payable to Xinnan Paper in respect of the
Recovered Paper Purchase Transactions for the three years ending 31st December 2007,
2008 and 2009 will not exceed RMB190.,000,000 (approximately HK$197.917.000),
RMB228.000.000 (approximately HK$237.500.000) and RMB410.400.000 {approximately
HK$427,500,000) respectively. Such annual cap amounts are arrived at after taking into
account the following:

(i) historical figures including the transaction volume for the {irst half of 2007 as set out

below:

Year ended Approximate amount
Year ended 31st December 2005 HK$131,028.000
Year ended 31st December 2006 HK$94,514,000
Six months ended 3O0th June 2007 HK$80.842.000

(i1) prediction on business growth. general industry growth and inflation;
(111} expected tncrease in the price of recovered paper materials: and
(iv) the completion of the new production line of Hebei Yongxin expected to be in or

around 2009 which is anticipated to double the production capacity of Hebei Yongxin
in 2009.
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The Directors consider that the Recovered Paper Purchase Transactions have been and
will continue to be entered into on normal commercial terms and in the ordinary course of
business of the Group and the terms of the Recovered Paper Purchase Transactions as set
out in the agreement are fair and reasonable to the Company and its Shareholders taken as a
whole.

Listing Rules Requirements

Each of Xuchang Cigarette Factory, Sichuan Swellfun and Xinnan Paper has no other
relationship with the Group apart from being a substantial shareholder of a subsidiary of the
Company and having entered into the relevant Continuing Connected Transactions. Save as
disclosed above, each of Xuchang Cigarette Factory, Sichuan Swellfun and Xinnan Paper
and their respective ultimate beneficial owners are independent of the Company and its
connected persons as defined under the Listing Rules.

As each of Xuchang Cigarette Factory, Sichuan Swellfun and Xinnan Paper are
substantial sharcholders of a subsidiary of the Company, they are connected persons of the
Company pursuant to Rule 14A.11(1) of the Listing Rules. The Continuing Connected
Transactions therefore constitute continuing connected transactions of the Company under
the Listing Rules. As the applicable percentage ratios for transactions under the Cigaretie
Packaging Transactions and the Recovered Paper Purchase Transactions on an annual basis
cxceed 2.5%, such transactions are subject to the disclosure and shareholders’ approval
requirements under the Listing Rules. As the applicable percentage ratio for transactions
under the Wine Packaging Transactions on an annual basis exceed 0.1% but is less than
2.5%, such transactions are subject o the disclosure requirements but are exempted from the
shareholders’ approval requirements under the Listing Rules.

The Company has obtained from companies controlled by SIIC which together hold
approximately 51.16% of the issued share capital of the Company writien approvals of the
transactions under the Cigarette Packaging Transactions and the Recovered Paper Purchase
Transactions and their annual caps. These companies, namely Shanghai Investment Holdings
Lud. (holding 468,066,000 Shares), SIIC Capital (B.V.L) Ltd. (holding 80.000,000 Shares)
and SIIC CM Development Ltd. (holding 10,000 Shares) are all wholly-owned subsidiaries
of SIIC. Since none of the Shareholders is materially interested in the transactions under the
Cigarette Packaging Transactions and the Recovered Paper Purchase Transactions, none of
them is required to abstain from voting if a general meeting of the Company is convened to
approve the transactions under the Cigarette Packaging Transactions and the Recovered
Paper Purchase Transactions. Pursuant to Rule 14A.43 of the Listing Rules, the Company
has applied for a waiver from the requirement to hold a general meeting of the Sharcholders
and permission for the independent Shareholders’ approval of the Cigarette Packaging
Transactions and the Recovered Paper Purchase Transactions and their annual caps to be
given in writing,.

The Board had appointed the Independent Board Committee to consider and advise the
independent Shareholders on, inter alia, the terms of the Continuing Connected Transactions
and the annual caps relating thereto, and Commerzbank to advise the Independent Board
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Committee and the Shareholders on. inter alia. whether the Continuing Connected
Transactions are fair and reasonable and in the interest of the Company and the Shareholders
as a whole.

Termination of Port Agency Agreement

Reference is also made to the circular of the Company dated 23rd September 2005 in
relation to. inter alia, the provision of cargo management services by Xinnan Paper to Hebei
Yongxin at a port in Tianjin, the PRC to facilitate the taking of delivery by the Group of
products purchased from Xinnan Paper pursuant 10 a port agency agreement dated st
September 2005 entered into between Hebei Yongxin and Xinnan Paper (the “Port Agency
Agreement”). Since Ist January 2007, Hebei Yongxin no longer engages the cargo
management services of Xinnan Paper as such services has been provided by another third
party unrelated to both the Group and Xinnan Paper, and such third party charges Hebei
Yongxin directly for the provision of such services. As the Group does not intend to engage
the cargo management services of Xinnan Paper in the meantime. the Port Agency
Agreement was terminated by mutual agreement between Hebei Yongxin and Xinnan Paper
on 7th November 2007.

THE WF SCHEME

The WF Scheme constitutes a share option scheme governed by Chapter 17 of the
Listing Rules. As WF Printing is a subsidiary of the Company. the adoption of such scheme
is subject to the approval of Shareholders in accordance with the Listing Rules and a
resolution will be proposed at the Extraordinary General Meeting (o approve the WF
Scheme. A summary of the principal terms of the WF Scheme is set out in Appendix I to
this circular.

The purpose of the WF Scheme is to provide the Participants working for the interest
of the WF Group and of WF Printing’s jointly-controlied entities and associated companies
with an opportunity to obtain equity interest in WF Printing, thus linking their interest with
the interest of the WF Group and of WF Printing’s joinuy-controlled entities and associated
companies and thereby providing them with incentives to work better for the interest of the
WF Group and of WF Printing’s jointly-controiled entities und associated companies and/or
rewards for their contribution and support to the WF Group and of WF Printing’s
jointly-controlied entities and associated companies and for such other purposes as the WF
Board muay approve from time to time,
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The WF Scheme is conditional upon, among other things:

(a) 1the passing of an ordinary resolution approving the adoption of the WF Scheme by the
WF Shareholders and authorising the WF Directors to grant Options to subscribe for
WF Shares thereunder and to allot and issue WF Shares pursuant to the exercise of any
Options granted under the WF Scheme;

(b) the obligations of the Underwriters under the Underwriting Agreements becoming
unconditional (including, if relevant, as a result of the waiver of any condition(s) by
the Global Coordinator for itself and on behalf of the Underwriters) and not being
terminated in accordance with the terms of the respective Underwriting Agreements or
otherwise;

(c) the Listing Committee granting listing of, and permission Lo deal in, (i) the WF Shares
in issue and to be issued in the Global Offering as mentioned in the Prospectus
{including any WF Shares which may fall to be issued upon exercise of the
Over-allotment Option) and (ii) any WF Shares to be issued pursuant to the exercise of
Options under the WF Scheme, whether the granting of the listing and permission is
subject to conditions or not: and

(d) the WF Scheme being approved by the Shareholders at the Extraordinary General
Meeting.

Where the provisions require the WF Scheme or any related matters to be approved by
the WF Shareholders/independent non-executive WF Directors, such scheme or matters must
simultaneously be approved by the Shareholders/independent non-executive Directors.

The Directors consider that it is not appropriate to state the value of all options that
can be granted pursvant to the WF Scheme as if they had been granted on the Latest
Practicable Date as a number of variables which are crucial for the calculation of the value
of the Options including but not limited to the exercise price, exercise period, any lockup
period, and any performance targets have not been determined. The Directors believe that
any calculation of the value of the options as at the Latest Practicable Date based on a
number of speculative assumptions would not be meaningful and would be misleading to the
Shareholders.

EXTRAORDINARY GENERAL MEETING

A notice convening the Extraordinary General Meeting to be held on 26th November
2007 at 3:00 p.m. at the Conference Room of the Company at 26th Floor, Harcourt House,
39 Gloucester Road. Wanchai, Hong Kong is set out on pages 68 to 69 of this circular.
Whether or not you are able to attend the Extraordinary General Meeting in person, you are
requested to complete the enclosed form of proxy in accordance with the instructions printed
thereon and deposit the same to the registered office of the Company at 26th Floor, Harcourt
House, 39 Gloucester Road, Wanchai, Hong Kong as soon as possible and in any event not
less than 48 hours before the time scheduled for the holding of the Extraordinary General

_ 28 —




LETTER FROM THE BOARD

Meeting or any adjournments thereof. Completion and return of the form of proxy will not
preclude you from atiending and voting in person at the Extraordinary General Meeting or
any adjournment thereof should you so wish.

RECOMMENDATIONS

The Directors {including the independent non-executive Directors) are of the view that
the respective terms of the Proposed Spin-off, the Continuing Connected Transactions and
the WF Scheme are in the interests of the Company and the Sharcholders as a whole and are
fair and reasonable so far as the Shareholders are concerned, and accordingly recommend
the Shareholders to vote in favour of the ordinary resolutions to approved the Proposed
Spin-off and the WF Scheme. as set out in the notice of Extraordinary General Meeting on
pages 68 to 69 of this circular, Your attention is drawn to (a) the letter from the Independent
Board Committee set out on page 31 of this circular which contains the recommendation of
the Independent Board Committee to the Independent Sharcholders regarding the Proposed
Spin-off and the Continuing Connected Transactions. and (b) the letter from Commerzbank
contiaining its advice and the principal factors and reasons taken into consideration by them
in arriving at its advice regarding the Proposed Spin-off and the Continuing Connected
Transactions, is selt out on pages 32 to 46 of this circular. The Directors agrec with the
recommendation of Commerzbank.

The Independent Board Commitee, having taken into account the advice of
Commerzbank, considers that the respective terms of the Proposed Spin-off and the
Continuing Connected Transactions are fair and reasonable and in the interests of the
Company and the Shareholders as a whole. Accordingly, the Independent Board Committee
recommends the Sharcholders to vote in favour of the ordinary resolution to be proposed at
the Extraordinary General Meeting to approve, if thought fit. the Proposed Spin-off and 1he
transactions contemplated thereunder.

GENERAL

The Group is principally engaged in the business of real estate investinent,
infrastructure facilities, medicine and consumer products.

The Global Coordinator has been appointed as the sponsor and global coordinator in
respect of the Proposed Spin-off.

Xuchang Cigarette Factory is principally engaged in the business of manufacturing and
sale of cigarette products. Sichuan Swellfun is principally engaged in the business of
manufacturing and sale of wine products. Xinnan Paper is principally engaged in the
business ol trading of recovered paper.

ADDITIONAL INFORMATION

This circular is being distributed 1o the Sharcholders. This circulur does not constitute
an offer or invitation to subscribe for or purchase any securities nor is it calculated to invite
any such offer or invitation. Neither this circular nor anything contained herein shall form
the basis of any contract or commitment whatsoever.
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In connection with the Global Offering, the price of WF Shares may be stabilized in
accordance with the Securities and Futures (Price Stabilizing) Rules made under the SFO.
Details of any intended stabilization and how it will be regulated will be contained in the
Prospectus.

Your attention is drawn to the additional information set out in the appendices to this
circular.

Yours faithfully.
For and on behalf of the Board
CAIl LAI XING

Chairman

-30-
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SHANGHAI INDUSTRIAL HGCLDINGS LIMITED

(Incorporated in Hong Kong with limited liability})

(Stock Code: 363)
9th November 2007
To the Shareholders
Dear Sir or Madam,

POSSIBLE DISCLOSERABLE TRANSACTION AND MATERIAL DILUTION OF
INTEREST IN A MAJOR SUBSIDIARY IN RELATION
TO THE PROPOSED SPIN-OFF AND SEPARATE LISTING OF
THE WING FAT PRINTING, COMPANY
ON THE MAIN BOARD OF
THE STOCK EXCHANGE OF HONG KONG LIMITED
AND CONTINUING CONNECTED TRANSACTIONS

We have been appointed as members of the Independent Board Commitice to advise
you in connection with the Proposed Spin-off and the Continuing Connected Transactions.
details of which are set out in the “Letter from the Board” in the circular dated 9th
November 2007 (this “Circular™), of which this letter forms part. Terms used in this letter
shall have the same meanings as given to them in this Circular unless the context otherwise
requires.

Your attention 1s also drawn to the “Letter from the Commerzbank™ concerning its
advice to us regarding the Proposed Spin-off and the Continuing Connected Transactions, as
sct out on pages 32 to 46 of this Circular. Having considered the advice given by, and the
principal factors and reasons taken into consideration by Commerzbank in arriving at its
advice, we are of the opinion that the terms of the Proposed Spin-off and the Continuing
Connected Transactions. are fair and reasonable so far as the Shareholders are concerned and
that the Proposed Spin-off and the Continuing Connected Transactions, are in the interests of
the Company and the Shareholders as a whole. We, therefore, recommend the Shareholders
to vote in favour of the relevant ordinary resolution to be proposed at the Extraordinary
General Meeting to approve the Proposed Spin-off as set out in the notice convening such
meeting on pages 68 to 69 of this Circular.

Yours faithfully,
For and on behalf of
the Independent Board Committee

Dr. Lo Ka Shui Prof. Woo Chia-Wei Mr. Leung Pak To, Francis
Independent Independent Independent

Non-Executive Director Non-Executive Director Non-Executive Director
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9 November 2007

To: the Independent Board Committee and
the Shareholders of Shanghai Industrial Holdings Limited

Dear Sirs,

POSSIBLE DISCLOSEABLE TRANSACTION AND MATERIAL DILUTION
OF A MAJOR SUBSIDIARY IN RELATION TO
THE PROPOSED SPIN-OFF AND SEPARATE LISTING OF
THE WING FAT PRINTING COMPANY, LIMITED
ON THE MAIN BOARD OF THE STOCK EXCHANGE OF HONG KONG
LIMITED AND CONTINUING CONNECTED TRANSACTIONS

INTRODUCTION

We refer to our appointment as the independent financial adviser to advise the
Independent Board Committee and the Shareholders in connection with the Proposed
Spin-off and the Continuing Connected Transactions. Details of the Proposed Spin-Off,
including the proposed structure of the Global Offering, and the Continuing Connected
Transactions are set out in the section headed “Letter from the Board™ as contained in the
circular to the Shareholders dated @ November 2007 (the “Circular™), of which this leter
forms a part. Unless otherwise defined herein, terms used in this letter shall have the same
meanings as those defined in the Circular.

WF Printing is a public company incorporated in Hong Kong in 1920 and its issued
ordinary share capital is indirectly owned as to approximately 93.44% by the Company
through its wholly-owned subsidiary S.I. Printing. According to Rule 13.36 of the Listing
Rules. WF Printing is a major subsidiary of the Company. WF Group has an established
business in printing of packaging materials, containerboard production and paper trading in
the PRC and Hong Kong. As disclosed in the Circular, the Proposed Spin-off and the Global
Offering will result in the separate listing of the WF Shares on the Main Board of the Stock
Exchange and the Company’s indirect interests in the enlarged issued share capital of WF
Printing are expected to decrease to approximately 65.41% (assuming the Over-allotment
Option is not exercised). If the Proposed Spin-off proceeds, the Company’s interests in WF
Printing will be diluted to the extent of 5% or more but less than 25% as determined under
the revenue test pursuant to Rule 14.07 of the Listing Rules and the Proposed Spin-off will
therefore constitute a discloseable transaction under Chapter 14 of the Listing Rules.
Accordingly, the Proposed Spin-off is subject to approval from the Shareholders under
paragraph 3(e)(1)(ii) of Practice Note 15 of the Listing Rules. No Sharcholder is required to
abstain from voting on the Proposed Spin-off at the Extraordinary General Meeting.

The Continuing Connected Transactions which have in the past been entered into by
members of the WF Group with substantial sharcholders of WF Printing’s PRC subsidiaries
will continue after completion of the Proposed Spin-off. The Continuing Connected
Transactions comprise the Cigarette Packaging Transactions. the Wine Packaging
Transactions and the Recovered Paper Purchase Transactions, which have previously been
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disclosed by the Company in accordance with the Listing Rules. As the applicable
percentage ratios for the Wine Packaging Transactions on an annual basis exceed 0.1% but
are less than 2.5%. the Wine Packaging Transactions are subject to the disclosure
requirements but are excmpted from the sharcholders’ approval requirements under the
Listing Rules. The applicable percentage ratios for transactions under the Cigaretie
Packaging Transactions and the Recovered Paper Purchase Transactions (the “Two
Continuing Connected Transactions™) respectively. on an annual basis exceed 2.5%, the Two
Continuing Connected Transactions arc subject to the disclosure and shareholders’ approval
requirements under the Listing Rules. The Company has obtained from companies controlled
by SIIC which together hold approximately 51.16% of the issued share capital of the
Company written approvals of the Two Continuing Connected Transactions and their annual
caps. None of the Sharcholders is materially interested in the transactions under the Two
Continuing Connected Transactions and as such. none of them is required to abstain from
voting if a general meeting of the Company is convened to approve the transactions under
the Twe Continuing Connected Transactions. Pursuant to Rule 14A.43 of the Listing Rules,
the Company has applied for a waiver from the requirement to held a general meeting of the
Shareholders and permission for the independent Shareholders” approval of the Two
Continuing Connected Transactions and their annual caps to be given in writing as at the
Latest Practicable Duate.

The Board currently comprises 11 Directors. with Messrs. Cai Lai Xing, Cai Yu Tian,
Qu Ding, Lu Ming Fang. Ding Zhong De. Qian Shi Zheng, Yao Fang and Tang Jun as the
executive Directors: and Dr. Lo Ka Shui. Prof. Woo Chia-Wei and Mr. Leung Pak To,
Francis as the independent non-cxecutive Directors. Pursuant to Rule 13.39(6) of the Listing
Rules, an Independent Board Committee comprising Dr. Lo Ka Shui. Prof. Woo Chia-Weij
and Mr. Leung Pak To, Francis has been formed for the purpose of making recommendation
to the Shareholders as to whether the terms of the Proposed Spin-off and the Continuing
Connected Transactions are fair and reasonable and whether the Proposed Spin-off and the
Continuing Connected Transactions are in the interests of the Company and the Sharcholders
as a whole and advising the Sharcholders as how they should vote on the relevant resolution
rclating to the Proposed Spin-off at the Extraordinary General Meeting. We, Commerzbank
AG Hong Kong Branch, have been appointed as the independent financial adviser 1o advise
the [ndependent Board Committce and the Sharcholders on the terms of the Proposed
Spin-off and the Continuing Connected Transactions as to whether they are fair and
reasonable and in the interests of the Company and the Shareholders as a whole.

In formulating our recommendation, we have relied on the information and facts
supplied to us by the Company. We have assumed that all information and facts supplied to
us by the Company arc truc. complete and accurate in all material respects and we have
relied on the same. Also, we have relied on the representations made by the Directors that
having made all reasonable enqguiries, and to the best of their information, knowledge and
belief. there is no other fact or representation or the omission of which would make any
statement contained in the Circular misleading. In addition, we have reviewed, inter alia, the
relevant financial information of WF Printing and the Company including the published
annual reports of the Company. We have also assumed that all information, statements and
representations made or referred to in the Circular. which have been provided to us by the
Company, are wrue. complete and accurate in all material respects at the time they were
made and continue to be so at the date of despatch of the Circular.
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We consider that we have (i) taken reasonable steps as required under Rule 13.80 of
the Listing Rules in obtaining all necessary information from the Company and (ii) reviewed
sufficient information to enable us to reach an informed view regarding the Proposed
Spin-off and the Continuing Connected Transactions to provide us with a reasonable basis
for our recommendation. We have no reason to suspect that any material facts have been
omitted or withheld, nor are we aware of any facts or circumstances, which would render
the information and the representations made to us untrue, inaccurate or misleading. We
have not, however, carried out any independent verification of the information provided by
the Company. nor have we conducted any independent in-depth investigation into the
business and affairs of the Company and its respective associates.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In formulating our opinion in relation to the Proposed Spin-off, we have taken into
account the following principal factors:

1. Reasons for and background of the Proposed Spin-off

The Company is incorporated in January 1996 and is listed on the Main Beard of the
Stock Exchange in May that same year. The major shareholder of the Company is SIIC,
which currently holds approximately 51.16% of the issued share capital of the Company and
is the largest conglomerate of Shanghai Municipal Government outside the PRC in terms of
assets. The Company is the largest investment flagship of SIIC in Hong Kong. Currently. the
business activities of the Group comprise real estate investment, infrastructure facilitics
(including water services and toll roads), medicine (including Chinese medicine and health
food, biomedicine. chemical medicine and medical equipment) and consumer products
(including the manufacture and sale of cigarettes, manufacture and sale of dairy products,
printing of packaging materials. containerboard production and paper trading).

WF Group is a service provider and matcrial supplier in the packaging printing and
containerboard production industry in the PRC and Hong Kong. Its business focuses on (i)
quality printing of packaging materials in Hong Kong and various provinces in the PRC
principally for cigarettes. alcohol, pharmaceuticals, cosmetics and a range of other consumer
products, and (ii} production of containerboard in Hebei Province, the PRC for manufacture
of corrugated boxes and other packaging boxes by its customers. In addition. WF Group is
engaged in paper trading, which involves the sale of paper products and recovered paper.
WF Group’s printing business is headquartered in Hong Kong with 7 production bases in
Hong Kong and a number of major provinces in the PRC, namely. Guangdong Province.
Henan Province, Zhejiang Province and Sichuan Province. All of the Group's printing,
containerboard production and paper trading businesses are conducted through WF Group.

As disclosed in the section headed “Letter from the Board™ in the Circular, the
Proposed Spin-off will be effected by way ol the Global Offering, which will comprise the
Public Offer and the Placing (including the Preferential Offer). As discussed with the
management of the Company, the total number of new WF Shares proposed to be issued
pursuant to the Global Offering is 150,000,000 WF Shares (assuming the Over-allotment
Option is not exercised). Based on the proposed structure of the Global Offering, it is
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expected that immediately after completion of the Proposed Spin-off. the Company would
have approximately 65.41% interest in the enlarged issued share capital of WF Printing
(assuming the Over-allotment Option is not exercised).

Following the Proposed Spin-off, WF Printing will become an independently listed
group (whilst being remained as a subsidiary of the Remaining Group) and allows complete
delineation of its printing of packaging materials, containerboard production and paper
trading businesses from the spectrum of businesses engaged by the Remaining Group.
thereby improving the corporate clarity of the businesses and financial status of the
Company and WF Printing. As such, it will enable the Remaining Group to concentrate in
development of the potential of its other core businesses. whilst at the same time, WF Group
will be able to establish its identity and provide investors an epportunity 1o value and invest
in WF Printing as a key market player in the printing of packaging materials. containerboard
production and paper trading industries. To this end, we consider that the Proposed Spin-off
would enable the Company to focus on and further develop its remaining businesses and
would cnable WF Group to take advantage of its growth potential by attracting new
investors who are seeking investments in the industries of printing of packaging materials,
containerboard production as well as paper trading.

As a stand-alone business entity, WF Printing can raise its own equity/debt capital
directly from the market. This provides WF Group with additional financial flexibility and
more diversified funding sources to finance its existing operations, capital expenditure and
to support its growth in the printing of packaging materials. containerboard production and
paper trading businesses through continuing organic expansion as well as acquisition, In
addition, as disclosed in the section headed “Letter from the Board” in the Circular. it is
proposed that WF Printing will adopt the WF Scheme, the purpose of which is to provide
the Participants working for the interests of the WF Group and of WF Printing’s
Jointly-controlled entities and associated companies (collectively. the “WF Printing Group™)
with an opportunity to obtain equity interest in WF Printing, thus aligning their interests
with that of the WF Group. The WF Scheme enables WF Printing to attract and retain the
good quality personnel for the development of WF Printing's business. Although the
Company also has its own share incentive plan for similar purposcs. the performance of the
directors. officers and the employees of the WF Printing Group may not be readily reflected
in the price of the Shares. The WF Scheme will provide greater incentive to the directors,
officers and employees of the WF Printing Group to develop its business by making the
performance of its business more transparent through the separate bench-marking from WF
Printing’s share performance and aligning part of its management’s remuneration lo its stock
performance through the WF Scheme.

Based on the above. we consider that the Proposed Spin-off would (i) enhance the WF
Printing’s profile among its customers, suppliers and other business partners; (ii) enable WF
Printing to directly and independently access both equity and debt capital markets; (iii)
provide incentives to management and staff of the WF Printing Group by offering an equity
based incentive program (such as share option scheme) that correlates directly to the
performance of its own businesses to its employees: (iv) would directly align its
management’s  responsibilities  and accountability with its operating and financial
performance, thereby leading to improved decision-making processes. faster response time to
market changes and increased operational efficiency: and (v) would provide clarity of credit
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profile of WF Printing for rating agencies and financial institutions that wish to analyse and
lend against the credit of a service provider and material supplier in the packaging printing
and containerboard production industry. In addition, as further analyzed in the sub-section
headed “Effects of the Proposed Spin-off on the Group” below, the Proposed Spin-off is
expected to enhance the net tangible assets, net assets and gearing position of the Group.

As noted in the sub-section headed “Intended use of proceeds” in the section headed
“Letter from the Board™ of the Circular, the net proceeds of the Global Offering will be used
for, among other things, (i) financing the capital expenditure for new production facilities of
printing business; (ii) funding the acquisition of equity interests in other printing companies;
(iii) funding the capital expenditure of the sixth containerboard production in Hebei Yongxin
and establishing new channels for sourcing of recovered paper in the Beijing-Tianjin-Hebci
region and (iv) repayment of bank borrowings. As such, the Proposed Spin-off will provide
WF Printing with an additional funding source to finance its planned expansion and reduce
its bank borrowings and, accordingly, will reduce WF Printing’s reliance on the Company
for its future funding requirements.

2. Effects of the Proposed Spin-off on the Group

As stated in the section headed “Letter from the Board” of the Circular, the exact size
of the Global Offering is yet to be finalized. Based on the current structure of the Global
Offering and the expected market capitalization of WF Printing, it is expected that the
Group will recognize an once-off gain as a result of the Proposed Spin-off.

{i) Effect on the net assets

As stated in the sub-section headed “Effects of the Proposed Spin-off” in the section
headed “Letter from the Board™” of the Circular, there will be a gain on the deemed disposal
of interests in WF Printing. Given that the gain on the deemed disposal will increase the net
asset value of the Group upon completion of the Proposed Spin-oft, irrespective of whether
the Over-allotment Option is exercised, we are of the view that the Company and ultimately.
the Sharcholders will benefit from the improvement in the net asset value of the Group as a
result of the Proposed Spin-off.

{ii) Effect on earnings

The effects of the Global Offering and the Proposed Spin-off on the fuiure earnings of
the Group will depend on, amongst other things. the return generated from the proceeds
raised from the Global Offering as well as the future business development of the business
operations of the Group and WF Group.

As stated in the sub-section headed “Effects of the Proposed Spin-off” in the section
headed “Letter from the Board” of the Circular, the Group will recognize an once-off gain
upon completion of the Proposed Spin-off, which will have a positive effect on the
Company's earnings for the year ending 31 December 2007 (assuming completion of the
Global Offering on or before 31 December 2007). Based on the unaudited consolidated net
assets (after deducting minority interests) of WF Printing as at 30 June 2007, the estimated
market value of WF Printing, a pre-listing dividend of HK$200 million declared by WF
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Printing and the estimated listing expenses, the amount of gain is estimated to be in the
range of approximately HK$234 million and HK$338 million (if the Over-allotment Option
is not exercised) or in the range of approximately HK$260 million and HK$374 million (if
the Over-allotment Option is exercised in full). The gain represents the difference between
the estimated amounts of net assets of WF Printing before and immediately afler the
completion of the Global Offering. However. the said gain will largely depend on the final
Offer Price. actual listing expenscs incurred and actual consolidated net assets of WF
Printing following completion of the Global Offering.

After the Proposed Spin-off, the enlarged issued share capital of WF Printing will be
held as 1o approximately 65.41% (assuming the Over-allotment Option is not cxercised) by
the Group. Although WF Printing will remain as a subsidiary of the Company and its
finuncial results will be consolidated into those of the Company, the percentage share of
carnings of WF Printing by the Company will be reduced from approximatcly 93.44% ta
approximately 65.41% (assuming the Over-azllotment Option is not exercised) in the
consolidated financial results of the Company. However, the decrease has not taken into
consideration any ncw business opportunities and benefits (as discussed above) which the
Proposed Spin-off and the Global Offering may possibly bring to the Group and WF Group,
particularly those which are consequential to the availability of the proceeds from the Global
Offering and the scparate listing status of WF Group. Having taken into account the
improvement in the business structure (as discussed above). net assets. working capital and
gearing position (as detailed below) of the Group after the Proposed Spin-off and Global
Otfering, on bulance. we consider that the decrease in the profit attributable to the
Shareholders as illustrated above, is acceptable to the Sharcholders.

{iit} Effect on working capital of the Group

As disclosed in the sub-section headed “Intended use of proceeds™ in the scction
headed “Letter from the Board” in the Circular, the net proceeds to be raised from the
Global Offering arc estimated o0 be no less than HK$708.5 million (assuming the
Over-allotment Option is not exercised). In view of the fact that fresh capital will be raised
from the Global Oftering and WF Printing shall remain a subsidiary of the Company after
the Global Offering. we are of the view that the working capital position of the Group will
be improved as a result of the Proposed Spin-off and the Global Offering. which is in the
interests of the Company and the Shareholders as a whole.

{iv}) Effect on the gearing position of the Group

Based on the audited consolidated balance sheet of the Company as at 31 December
2006, the Group had a shareholders’ equity of approximately HK$17.51 billion and
interest-bearing loans of approximately HK$2.18 billion. The total equity (being the total of
the shareholders™ equity fund and the minority interest) of the Group as at 31 December
2006 was approximately HK$19.73 billion. The gearing ratio of the Group (calculated as a
percentage of the interest-bearing loans to the aggregate of the Group’s total equity and the
interest-bearing loans) as at 31 December 2006 was approximately 10.0%. On the basis of
the financial position of the Group as at 31 December 2006 and taking into account
minimum estimated net proceeds of approximately HK$708.5 million raised from the Global
Offering and of which. based on our discussion with the management of the Company.
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approximately HK$100 million will be used for repayment of bank borrowings of WF
Group, the Group would have a net cash position after the Global Offering. We consider that
the improvement in the gearing position of the Group after the Global Offering is in the
interests of the Company and the Shareholders as a whole.

{v) Businesses of the Remaining Group dafter the Proposed Spin-off

After the Proposed Spin-off, the Remaining Group will continuc to carry out its
businesses, namely, real estate investment, infrastructure facilities, medicine and consumer
products (other than the printing of packaging materials, containerboard production and
paper trading). The business operations of WF Group represent onc distinct business
amongst the wide range of businesses conducted by the Group. The Proposed Spin-off is not
expected to result in any overlapping or competition with the Group’s remaining businesses.

As stated in the sub-section headed “Relationship with the Remaining Group™ in the
section headed “Letter from the Board” of the Circular, WF Printing is managed by six
executive WF Directors, of whom only two have directorship or senior management position
in the Company i.e. one is an executive Director and another one is a deputy chief-executive
officer of the Company. However, both of these two WF Directors do not actively participate
in day-to-day management and operations of WF Group. The daily management and
operations of WF Group are taken up and overseen by the remaining four WF Directors who
do not hold any directorship or management positions in the Company or SIIC. Accordingly.
the business operations of WF Group are independently operated by a scparate management
team with separate functional departments from those of the Group including accounting.
administration, human resources and company secretarial departments. It is expected that all
essential administrations and daily operations of WF Group will continue to be
independently carried out by WF Group after the Proposed Spin-oft. We consider such
independent operations between the Remaining Group and WF Group is in the interests of
the Company and the Shareholders as a whole.

3. The Global Offering

Pursuant to the Proposed Spin-off, issue of the new WF Shares under the Global
Offering will represent approximately 30% of the enlarged issued share capital of WF
Printing and, based on the expected gross proceeds from the Global Offering to be no less
than approximately HK$756 mitlion, WF Printing’s market capitalization will be no less
than approximately HK$2.52 billion. Given WF Printing’s profit attributable to the Group of
approximately HK$148.5 million for the year ended 31 December 2006, WF Printing will be
valued at a price-to-earnings ratio (“PER”) of no less than 17.0.

We have discussed with the Directors, the WF Directors, the Sponsor to the Proposed
Spin-off and the Global Coordinator of the Global Offering. and have advised that the Offer
Price would be determined on the basis of the following factors:

(i) the past financial performance of WF Printing;

(11} the growth potential of WF Printing;
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(tii) the performance of the securities market in Hong Kong and the genecral market
sentiment towards the Global Offering (with reference to the offer statistics, the
subscription results and the after market share price performance of the recent initial

public offering in the market); and

(iv) the current trading multipies of market comparables as described below.

We have identified a number of listed companies in Hong Kong on the Main Board of
the Stock Exchange that have certain parts of their operations that are engaged in business

which are similar to those of WF Group:

Historical
Stock Average earnings per
Company Code Price share PER
(HKS$) {HK$)
(Newe 1) {Notey 2 & 4} (Note 3)
Nine Dragons Paper Hoidings 2689 2295 0.49 46.4
Limited
LLee & Man Paper Manufacturing 2314 32.17 0.99 325
Limited
Hop Fung Group Holdings Limited 2320 291 0.17 17.1
Samson Paper Holdings Limited 731 1.75 0.12 14.6
AMVIG Holdings Limited 2300 11.10 0.35 31,7
Kith Holdings Limited 1201 2.73 0.23 11.9
Hung Hing Printing Group Limited 450 4.13 0.46 9.0
Maximum 46.4
Minimum 9.0
Median 17.1
Mean 233
WF Printing 17.0
Notes:
1. Being the average prices of the relevant shares for the last 60 trading days up to and including the Latest
Practicable Date
2. Based on the latest published audited financial statements of each of the Comparables
3. Price-to-earnings ratio, being the average price divided by the historical earnings per share
4. On fully diluted basis, assuming the outstanding options and convertible instruments were exercised in full
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Based on our analysis above, we noted that the PER based on the latest published
audited financial results of the comparable companies (the “Comparables™) for their
respective year ends ranged from approximately 9.0 to 46.4, with an average of
approximately 23.3 and a median of 17.1. Having taken into account the expected PER of
WF Printing to be no less than approximately 17.0, which 1s within the range of PER of the
Compurables, we consider that if the WF Shares are offered at the indicative range of the
PER, it will be beneficial to the Company and its Shareholders as a whole.

4. Non-competition undertakings

In connection with the Proposed Spin-off which is aimed at achieving a clear
delineation between the businesses of the Remaining Group and the WF Printing Group, the
Company will confirm that (i) it and any companies (other than members of the WF Group)
which it can, either directly or indirectly, exercise or control the exercise of more than 50%
of the votling power at general meetings or control the majority of the board of directors (the
“Remaining Companies”™) will not carry on any business that competes or may compete with
WFE Group’s businesses as described in the Prospectus; (ii) it shall, in its best endeavours,
prevent and procure the Remaining Companies to prevent from developing any business in
the future that would constituie actual or potential competition with WF Group’s businesses
as described in the Prospectus; (iii) in the event that its business and/or the business of the
Remaining Companies competes or may compete with WF Group’s business as described in
the Prospectus, it shall put WIF Group’s intercsts as the first priority, and use its best
endeavors to eliminate or avoid such competition; (iv} it will make an annual declaration on
the compliance of the no-competition confirmations set out in paragraphs (i} to {iii) above in
the annual report of WF Printing: and (v} it will provide all information necessary for the
annual review by the independent non-executive directors of WF Printing on the compliance
with the no-competition confirmations sct out in paragraphs (i) to (iii) above as well as the
enforcement of such confirmations.

As disclosed in the sub-section headed “Businesses of the Remaining Group and of the
WF Group” in the section headed “Letter from the Board” of the Circular, turnover for WF
Group for the year ended 31 December 2006 was approximately HKS$1.4 billion,
representing approximately 20.4% of the Group's total turnover for the same year. The net
profit of WF Group for the year ended 31 December 2006 was approximately HK$149
million, representing approximately 11.8% of the Group’s profit attributable to sharcholders
for the same year. In view of the level of turnover as well as the net profits attributable to
the Remaining Group’s businesses, we consider the Remaining Group will have substantial
and viable businesses with diversified mix of income flows from businesses other than
printing of packaging materials, containerboard production and paper trading. To this end.
taking into account that (i) WF Printing will remain a subsidiary of the Group and the
financial results of WF Printing will continue to be consolidated into the accounts of the
Group after the completion of the Global Offering; (ii) the Remaining Group and WF
Printing Group have different and separate focus in terms of opcrations, markets and
business plans; and (iii) the purpose of “No Competition” confirmation from the Company is
to ensure that the interests of the minority shareholders in each of the Company and WF
Printing are protected, we are of the view that there is no actual or potential competition
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between the businesses of the Remuining Group and the businesses of WF Group and the
"No Competition™ confirmation  from the Company would not adversely affect the
Remaining Group.

5. Preferential Offer

Under paragraph 3(f) of Practice Note |5 of the Listing Rules. the Shareholders should
be offered an assured entitlement to the WF Shares, either by way of a distribution in specie
of existing shares in WF Printing or by way of preferred application in any offering of
existing new shares in WF Printing. In this regard. the Company has proposed that. if and
when the Proposed Spin-off materializes. 10.712,610 Reserved Shares (representing
approximately 7.1% of WF Shares initially offered under the Global Offering) to be made
available for subscription by Qualifying Shareholders at the Offer Price under the
Preferential Offer. The Reserved Shares will be allocated out of WF Shares to be offered
under the Placing.

In order to assess the reasonableness of the Preferential Offer. the following recent
spin-off exercises (the “Spin-off Comparables™ in Hong Kong have been identified for
COMpArison purpose:

Assured
entitlement as
a percentage
of the total

Stock number of

Date of Listing Company Name Code  shares offered

11 March 2004 TOM Online Inc. 8282 3.9%

15 June 2004 Dah Sing Banking Group Limited 2356 15.0%

26 January 2005 Dynasty Fine Wines Group Limited 828 12.0%

18 October 2005 One Media Group Limited 426 7.0%

22 May 2006 Tianjin Port Development Holdings 3382 10.6%
Limited

3 April 2007 CITIC 1616 Holdings Limited 1883 6.9%

12 July 2007 New World Department Store China 825 4.99%
Limited

17 October 2007 Dah Chong Hong Holdings Limited 1828 5.7%

WF Printing 7.1%

The assured entitlement offered to the shareholders under the Spin-off Comparables as
a percentage o their respective total number of shares issued ranged from 3.9% (o 15.0%.
There will be approximately 7.1% of the Shares under the Global Offering available for
subscription by Qualifying Shareholders at the Offer Price under the Preferential Offer
assuming Over-allotment Option is not exercised. Given that the relevant percentage of WF
Printing is comparable with other Spin-off Comparables. we consider that the size of the
Preterential Offer is reasonable.
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6. Conditions of the Offering

Details of the conditions precedent of the Proposed Spin-off are detailed in the section
headed “Letter from the Board™ of the Circular. However, the Global Offering and the
Proposed Spin-off are conditional on, among other things, the Shareholders passing an
ordinary resolution at the Extraordinary General Meeting to approve the Proposed Spin-off.
As the interest of all Shareholders in respect of the Proposed Spin-off is identical to each of
them, all Shareholders (including the controlling Shareholders) are entitled to vote on the
Proposed Spin-off. Pursuant to paragraph 3(e) of Practice Note 15 of the Listing Rules. in
any case where the controlling Shareholder votes through a Proposed Spin-off proposal in
face of significant minority oppesition, the Stock Exchange would expect to receive a report
from us on the discussion at the Extraordinary General Meeting.

In addition to the approval by the Shareholders of the Proposed Spin-off, the Global
Offering and the Proposed Spin-off are also conditional on, among other things, the Listing
Committee granting approval for the listing of WF Shares, and the obligations of
Underwriters becoming unconditional and the Underwriting Agreements not being
terminated. Accordingly, the Proposed Spin-off and the Global Offering may not proceed if
the aforesaid and other applicable conditions are not fulfilled or waived.

7. Continuing Connected Transactions

The Continuing Connected Transactions comprise the Cigarctte Packaging Transactions,
the Wine Packaging Transactions and the Recovered Paper Purchase Transactions, which
have previously been disclosed by the Company in accordance with the Listing Rules. As
the applicable percentage ratios for the Wine Packaging Transactions on an annual basis
exceed 0.1% but are less than 2.5%, the Wine Packaging Transactions are subject to the
disclosure requirements but are exempted from the shareholders’ approval requirements
under the Listing Rules. The Two Continuing Connected Transactions, are subject to the
disclosure and shareholders’ approval requirements under the Listing Rules. Since none of
the Shareholders is materially interested in the transactions under the Two Continuing
Connected Transactions and as such, none of them is required to abstain from voting if a
general meeting of the Company is convened to approve the transactions under the Two
Continuing Connected Transactions. The Company has applied for a waiver from the
requirement to hold a general meeting of the Shareholders and permission for the
independent Shareholders’ approval of the Two Continuing Connected Transactions and their
annual caps to be given in writing as at the Latest Practicable Date.

We set out a summary of each of the Continuing Connected Transactions, further
details of which are set out in the section headed “Letter from the Board” in the Circular:

(i} The Cigarette Packaging Transactions
Xuchang Yongchang, a subsidiary of the Company is currently engaged in the printing

and sale of cigarette packaging materials to Xuchang Cigaretie Factory, a substantial
shareholder holding 20.6% interests in Xuchang Yongchang. Xuchang Yongchang will

—42 —




LETTER FROM COMMERZBANK

continue to sell cigarette paper materials and cigarette box packaging materials after
completion of the Proposed Spin-off and Xuchang Cigarette Factory will continue to
purchase in priority to other suppliers.

Xuchang Cigarette Factory has been a long-term customer of Xuchang Yongchang since
(999 and the relevant arrangement has been entered into after arm’s length negotiations
between the parties involved. The prices of the cigarette packaging materials will also be
negotiated with reference to the prevailing market prices and at prices no less than those
paid by Xuchang Cigarette Factory to other independent suppliers with respect to similar
products. The WF Directors have confirmed that the cigarette packaging materials provided
up to 30 June 2007 were on commercial terms and the prices offered to Xuchang Cigarette
Factory were no less favourable than those offered by other independent third parties. We
have obtained from WF Printing the sample invoices issued by Xuchang Yongchang and an
independent third party to Xuchang Cigarette Factory in 2007 and noted that the selling
prices of products charged by Xuchang Yonchang to Xuchang Cigarette Factory are no less
favourable than those offered by such independent third party.

The annual fee caps for the Cigarette Packaging Transactions are RMB200 million
{approximately HK$208.3 million), RMB260 million (approximately HK$270.8 million) and
RMB338 million (approximately HK$352.1 million) for the three years ending 31 December
2009. respectively. These caps have been determined after taking into account (i) the
historical sales volume for the three years ended 31 December 2006 and the six months
ended 30 June 2007 (ii) the predictions on business growth, general industry growth and
inflation: and (iii) the expected growth in Xuchang Yongchang's production capacity in 2008
and 2009 to accommodate the growing demand of Xuchang Cigarette Factory. We note that
the historical amount of sales to Xuchang Cigarette Factory recorded growth rate of
approximately 4.1 times in 2005 and 8.1% in 2006. The proposed cap amount for the year
ending 31 December 2007 is based on the historical sales amount of HK$94.27 million for
the six months ended 30 June 2007 and the expected sales order from Xuchang Cigarette
Factory for the remaining six months ending 31 December 2007. We note that the amount of
sales to Xuchang Cigarette Factory for the six months ended 30 June 2007 represents
approximately 45.3% of the cap for the year ending 31 December 2007,

For cach of the two years ending 31 December 2009, we note that the projected annual
increment of RMB60 million and RMB78 million. respectively to the cap amount each year
represent an annual growth rate of 30% for each of the two years ending 31 December 2009,
We note that such annual growth rate for the two years ending 31 December 2009 has been
determined with reference to the anticipated packaging industry growth rate and the overall
economic growth rate of the PRC. We note from the commentary {the “Commentary™)
published in recent months on the relevant packaging printing industry website in the PRC
(www.packchina.com} that the packaging printing industry in the PRC recorded a
double-digit growth rate of approximately 10-12% in recent years. The industry practitioners
of the packaging printing industry in the PRC also expected that this trend will continue and
the market will grow with the overall cconomy of the PRC at a rate of approximately 10%
in the coming ycars. Further, we have been advised by the Directors whom in turn have
been advised by the management of Xuchang Yongchang that additional production
equipment and manpower will be installed in the first half of 2008 to meet the increase in
sales to Xuchang Cigareite Factory. We consider it fair and reasonable for the Directors to
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have taken into account the production capacity to meet the expected sales to Xuchang
Cigarette Factory, such that the cap amount can be reasonably determined. Given the above,
we consider that the basis of determining the annual increment of the cap amount for the
two vears ending 3! December 2009 is fair and reasonable.

(ii) The Wine Packaging Transactions

Chengdu Wing Fat, a subsidiary of the Company currently prints and sells wine
packaging materials to Sichuan Swellfun, a substantial shareholder holding 20% interests in
Chengdu Wing Fat. Such sales will continue after completion of the Proposed Spin-off.
Chengdu Wing Fat will use its best efforts to supply wine packaging materials to Sichuan
Swellfun to satisfy its needs and Chengdu Wing Fat will be the specified printer of
packaging materials for Sichuan Swellfun’s products.

Based on our discussions with the Company, such arrangement was entered into after
arm’s length negotiations between the parties involved and Sichuan Swellfun has been a
long-term major customer of Chengdu Wing Fat in the purchase of wine packaging
materials. Further, the prices of the wine packaging materials will be negotiated with
reference to the prevailing market prices and WF Directors have confirmed that the wine
packaging materials provided up to 30 June 2007 were on commercial terms. We have
obtained from the WF Printing sample invoices issued by Chengdu Wing Fat to an
independent third party and to Sichuan Swellfun in 2007 and noted that the sclling prices of
products to Sichuan Swellfun are no more favourable than those charged by Chengdu Wing
Fat to such independent third party.

The annual! fee caps for the Wine Packaging Transactions are RMB32 million
(approximately HK$33.3 million) , RMB38 million (approximately HK$39.6 miilion) and
RMB45 million (approximately HK$46.9 million) for the three years ending 31 December
2009, respectively. These caps have been determined after taking into account (i) the
historical sales volume for the two years ended 31 December 2006 and the six months ended
30 June 2007; (ii) the predictions on business growth, general industry growth and inflation;
and (iii} the expected growth in Chengdu Wing Fat’s production capacity in 2008 and 2009.
We note that the historical amount of sales to Sichuan Swellfun decreased slightly from
HK$28.7 million in 2005 to HKS$26.3 million in 2006. The decrease showed slight
fluctuations from orders received from Sichuan Swellfun, but the WF Directors expect an
upward trend on the sales orders in the forthcoming years in view of the overall economic
growth of the PRC. The proposed cap amount for the year ending 3! December 2007 is
based on the historical sales amount of HK$13.8 million for the six months ended 30 June
2007 and the expected sales order from Sichuan Swellfun for the remaining six months
ending 31 December 2007. We note that the amount of sales to Sichuan Swellfun for the six
months ended 30 June 2007 represents approximately 41.4% of the cap for the year ending
31 December 2007. Having considered the above, we regard the cap for the year ending 31
December 2007 is fair and reasonable.

For each of the two years ending 31 December 2009, we note that the projected annual
increment of RMB6 million and RMB7 million, respectively to the cap amount each year
represent an annual growth rate of approximaiely 18.75% and 18.42%, respectively for each
of the two years ending 31 December 2009. We note that such annual increments have been
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determined with reference to the anticipated packaging industry growth rate and the overall
economic growth rate of the PRC as referred to in the Commentary. Given the above, we
consider that the basis of determining the annual increment of the cap amount for the two
years ending 31 December 2009 is lair and reasonable.

{ili) The Recovered Paper Purchase Transactions

Hebei Yongxin. a subsidiary of the Company currently sources recovered paper from
Xinnan Paper. a substantial shareholder holding 29% interests in Hebei Yongxin. for the
production of containerboard products at a price range similar to that charged by Xinnan
Paper to its other customers, Xinnan Paper will continue to supply recovered paper materials
to Hebei Yongxin after the completion of the Proposed Spin-off.

Xinnan Paper has been a long-term supplier of Hebei Yongxi since its incorporation in
November 2003 and the purchase of recovered paper from Xinnan Paper was entered into
after arm length’s negotiations between the parties involved. We note that the prices of the
recovered paper will be negotiated with reference to the prevailing market prices and at
prices no higher than those charged by Xinnan Paper on its other independent customers.
The WF Directors have confirmed that the purchase terms of recovered paper materials up to
30 June 2007 were on commercial terms and at prices no higher than those charged by
Xinnan Paper on its other independent customers. We have reviewed the prevailing market
prices of recovered papers in the PRC in recent months of 2007 from a relevant website on
scrap materials and noted that the prices charged by Xinnan Paper are lower than the
prevailing market prices of recovered paper indicaled in this website.

The annual fee caps for the Recovered Paper Purchasc Transactions are RMBI190
million (approximately HK3197.9 million), RMB228 million (approximately HK$237.5
million} and RMB410.4 million (approximately HK3$427.5 million) for the three years
ending 31 December 2009. respectively. These caps have been determined after tuking into
account (i) the predictions on business growth. general industry growth and inflation: (ii) the
completion of the new production line of Hebei Yongxin: and (iii) expected increase in the
price of recovered paper materials. We note that the historical purchase from Xinnan Paper
decreased from HK$131.0 million in 2005 to HK$94.5 million in 2006 because Xinnan
Paper was nol the only supplier of recovered paper to Hebei Yongxin and Hebei Yongxin's
purchase of recovered paper from other suppliers increased in 2006. The proposed cap
amount of the Recovered Paper Purchase Transactions for the year ending 31 December
2007 is based on the historical sales amount of HK$80.8 million for the six months ended
30 June 2007 and the expected purchase order to be placed to Xinnan Paper for the
remaining six months ending 31 December 2007. We note that the amount of purchase from
Xinnan Paper for the six months ended 30 June 2007 represents approximately 40.8% of the
cap for the year ending 31 December 2007. Having considered the above, we consider the
cap of the Recovered Paper Purchase Transactions for the year ending 31 December 2007 1s
reasonable,

For each of the two years ending 31 December 2009, we note that the projected annual
increment of RMB38 million and RMB[82.4 million. respectively to the cap amount for the
Recovered Paper Purchase Transactions. Both the cap amounts of these transactions for the
two years ending 31 December 2009 will be increased by an annual growth rate of 20% and
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an annual growth rate of 80%, respectively. We note that such annual growth rates for the
two years ending 31 December 2008 have been determined with reference to the anticipated
packaging industry growth rate of approximatcly 10% as referred to in the Commentary.
Given this, and together with the continued growth in the overall economy of the PRC, the
WF Directors are of the view to include a buffer rate of 10% to cater for excess purchase so
as to accommodate expected sales of Hebei Yongxin's containerboard products. Further, we
have been advised by the WF Directors that the significant growth rate of 80% for 2009 has
also taken into account that a new production line of Hebei Yongxin will be completed in
first half of 2009 and such production line will double the production capacity of Hebei
Yongxin. Accordingly, the purchases of recovered papers are expected (o increase
significantly in 2009. We have discussed with the WF Directors and understand a detail
budget on the production equipment and manpower for the new production line ol Hebei
Yongxin has been formalized. We have also reviewed the production plan and noted that
new production will commence operation from first quarter of 2009, which will then double
the production volume of containerboard as compared with 2008. Given the above, we
consider that the basis of determining the annual increment of the cap amount of the
Recovered Paper Purchase Transactions for the two years ending 31 December 2009 is fair
and reasonable.

RECOMMENDATION

Based on the above principal factors and reasons, we consider the tcrms of the
Proposed Spin-off and the Continuing Connected Transactions are fair and reasonable so far
as the Shareholders are concerned and are in the interests of the Company and the
Shareholders as a whole, and the Continuing Connected Transactions are entered into on
normal commercial terms and in the ordinary course of business of the Group. Accordingly,
we advise the Independent Board Commitiee to recommend the Shareholders to vote in
favour of the resolution to be proposed at the Extraordinary General Meeting to approve the
Proposed Spin-off.

Yours faithfully,
for and on behalf of
Commerzbank AG Hong Kong Branch
Kenneth Chan Andrew Yu
Head of Corporate Finance — Asia Pacific Corporate Finance — Asia Pacific
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SUMMARY OF THE WF SCHEME

The following 15 a summary of the principal terms of the WF Scheme to be adopted at
the Extraordinary General Meeting. It does not form part of. nor is it intended to be part of
the rules of the WFE Scheme and it should not be taken as affecting the interpretation of the
rules of the WF Scheme. The WF Directors reserve the right at any time prior to the
Extraordinary General Meeting to make such amendments to the WF Scheme as they
consider necessary or appropriate that such amendments do not conflict with any material
aspects with the summary in this appendix:

1. PURPOSE

The purpose of the WF Scheme is to provide the Participants working for the interest
of the WF Group and of WF Printing’s jointly-controlled entities and associated companies
with an opportunity to obtain equity interest in WF Printing, thus linking their interest with
the interest of the WF Group and of WF Printing’s jointly-controlled entities and associated
companies and thereby providing them with incentives to work better for the interest of the
WF Group and of WF Printing’s jointly-controlled entities and associated companies and/or
rewards for their contribution and support to the WF Group and for such other purposes as
the WF Board may approve from time to time.

2. BASIS OF ELIGIBILITY OF THE PARTICIPANTS

In determining the basis of eligibility of each Participant, the WF Board would take
into account such factors as the WF Board may at its discretion consider appropriate.

3. CONDITIONS

The WFE Scheme shall take effect subject to the passing of an ordinary resolution
approving the adoption of the WF Scheme by the WF Shareholders and avthorising the WF
Directors 1o grant Options to subscribe for WF Shares thereunder and to allot and issue WF
Shares pursuant to the exercise ol any Options granted under the WF Scheme, and is
conditional upon: (i) the obligations of the Underwriters under the Underwriting Agreements
becoming unconditional (including, if relevant, as a result of the waiver of any condition(s)
by the Global Coordinator for itself and on behalf of the Underwriters) and not being
terminated in accordance with the terms of the Underwriting Agreements or otherwise: (ii)
the Listing Committee granting listing of. and permission to deal in. (a) the WF Shares in
1ssue and to be issued as mentioned in the Prospectus (including any WF Shares which may
fall 1o be issued upon exercise of the Over-allotment Option and (b) any WF Shares to be
issued pursuant to the exercise of Options under the WF Scheme, whether the granting of
the listing and permission is subject to conditions or not: and (iii) the WF Scheme being
approved by the Shareholders in general meeting.
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4. DURATION AND ADMINITSTRATION

Subject to the fulfillment of the conditions in paragraph 3 and the termination
provisions in paragraph 22, the WF Scheme shall be valid and effective for a period of 10
years commencing on the date of adoption of the WF Scheme (the “Adoption Date™), after
which period no further Options will be issued but in all other respects the provisions of the
WF Scheme shall remain in full force and effect

5. GRANT OF OPTION

On and subject to the terms of the WF Scheme, the WF Board shall be entitled at any
time, within 10 years after the Adoption Date to make an Offer to any Participant as the WF
Board may in its absolute discretion select to subscribe for such number of WF Shares as
the WF Board may (subject to paragraph 14) determine at the Subscription Price,

6. RESTRICTIONS ON THE TIME OF GRANT OF OPTION

No Offer shall be made after a price sensitive event has occurred or a price sensitive
matter has been the subject of a decision, until such price sensitive information has been
published pursuant to the requirements of the Listing Rules. In particular, during the period
commencing one month immediately preceding the earlier of (i) the date of the meeting of
the WF Board (as such date is first notified by WF Printing to the Stock Exchange in
accordance with the Listing Rules) for the approval of WF Printing’s results for any vear,
half-year, quarterly or any other interim period (whether or not required under the Listing
Rules); and (ii) the deadline for WF Printing to publish an announcement of its results for
any year or half-year under the Listing Rules, or quarterly or any other interim period
{whether or not required under the Listing Rules). and ending on the date of the results
announcement, no Option may be granted.

7. TIME OF ACCEPTANCE

(i) An Offer shall be made to a Participant by letter in such form as the WF Board may
from time to time determine (the “Offer Letter”), specifying the number of WF Shares
under the Option. the Subscription Price and the Option Period in respect of which the
Offer 1s made and requiring the Participant to undertake to hold the Option on the
terms on which it is to be granted and to be bound by the provisions of the WF
Scheme and shall remain open for acceptance by the Participant concerned for a period
of 28 days from the date upon which the Offer is made, provided that no such Offer
shall be open for acceptance after the 10th anniversary from the Adoption Date or after
the WF Scheme has been terminated in accordance with the provisions thereof,
whichever is earlier.

(i1} An Offer shall be deemed to have been accepted by the Grantee and an Option to
which the Offer relates shall be deemed to have been granted and to have taken effect
when the duplicate of the Offer Letier comprising acceptance of the Offer duly signed
by the Grantee with the number of Shares in respect of which the Offer is accepted
clearly stated therein accompanied with a remittance in favour of the Company of
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HK$1.00 by way of consideration for the granting thereof is received by WF Printing
within the period as stipulated in paragraph 7(i). Such remittance shall in no
circumstances be refundable nor deemed to be part of the Subscription Price.

{1ii) Any Offer may be accepted in respect of less than the number of WF Shares for which
it is offered provided that it is accepted in respect of board lot for dealing in WF
Shares on the Stock Exchange or an integral multiple thereof. To the extent that the
Offer is not accepted within the period and in the manner stipulated in paragraph 7(ii).
it will be deemed to huve been irrevocably declined.

{(iv) Subject to the provisions of the WF Scheme and the Listing Rules, the WF Board may
when making the Offer impose any conditions, restrictions or limitations in relation
thereto as it may at its absolute discretion think fit,

8.  SUBSCRIPTION PRICE

Subject to any adjustments made pursuant to paragraph 17(i), the Subscription Price in
respect of each WF Share issued pursuant to the exercise of Options granted hereunder shall
be a price solely determined by the WF Board and notified to a Participant and shall be at
least the highest of: (a) the closing price of the WF Shares as stated in the Stock Exchange’s
daily quotations sheet on the Offer Date, which must be a Business Day: (b) a price being
the average of the closing price of the WF Shares as stated in the Stock Exchange’s daily
quotations sheets for the 5 Business Days immediately preceding the Offer Date (provided
that the new issue price shall be used as the closing price for any Business Day falling
within the period before listing of the WF Shares where WF Printing has been listed for less
than 3 Business Days as at the Offer Date); and (¢) the nominal value of a WF Share.

9.  EXERCISE OF OPTIONS

(i) An Option shall be personal to the Grantee and shall not be assignable and no Grantee
shall in any way sell, transfer. charge. mortgage. encumber or create any interest in
fuvour of any third party over or in relation to any Option or enter into any agreement
to do so. Where the Grantee is a company. any change of its controlling sharcholder or
any substantial change in its management (which is to be determined by the WF Board
at its absolute discretion) will be deemed to be a sale or transfer of interest aforesaid.
Any breach of the foregoing by a Grantee shall entitle WF Printing to cancel any
Option or part thereot granted to such Grantee (to the extent that it has not already
been exercised) without incurring any liability on the part of WF Printing.

(ii) Unless otherwise determined by the WF Board and specified in the Offer Letter (as
defined in paragraphs 7(i)) at the time of the Offer. there is neither any performance
target that need to be achieved by the Grantee before an Option can be exercised nor
any minimum period for which an Option must be held before the Option can be
exercised. An Option may be exercised in whole or in part in the manner as set out in
the Offer Letter and paragraphs 10 and 11 by the Grantee (or his personal
representative(s)) giving notice in writing to WF Printing stating that the Option 13
thereby exercised and the number of WF Shares in respect of which it is exercised.
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10.

(i)

(i)

11.

(i)

Each such notice must be accompanied by a remittance for the full amount of the total
Subscription Price for the WF Shares in respect of which the notice is given. Within 28
days after receipt of the notice and the remittance, and where appropriate, reccipt of
the certificate of the independent financial adviser or Auditor pursuant to paragraph
17(i). WF Printing shall allot the relevant WF Shares to the Grantee (or his personal
representative(s)) credited as fully paid and issue to the Grantee (or his personal
representative(s)) a share certificate in respect of the WF Shares so allotted.

RIGHTS ON TERMINATION OF EMPLOYMENT, DIRECTORSHIP OR
ENGAGEMENT

In the event of the Grantee ceases to be a Participant for any reason other than on the
Grantec's death or the termination of the Grantee's employment. directorship, office,
appointment or engagement on one or more of the grounds specified in paragraph
13(e), the Grantee may exercise the Option in accordance with the provisions of
paragraph 9(ii) up to the Grantee’s entitlement at the date of cessation (to the extent
which has become exercisable and not already exercised) within the period of 1 month
(or such longer period as the WF Board may determine) following the date of such
cessation, which date shall be the last actual working day with the Relevant Company
whether salary is paid in lieu of notice or not, or the last date of office or appointment
as director of, as consultant, professional or other advisers to the Relevant Company, as
the case may be, in the event of which, the date of cessation as determined by a
resolution of the board of directors or governing body of the Relevant Company shall
be conclusive.

In the event the Grantee, if an individual. dies before exercising the Option in full and
none of the events which would be a ground for termination of the Grantce’s
employment. directorship. office. appointment or engagement under paragraph 13(e)
arises. the personal representative(s) of the Grantee shall be entitled within a period of
12 months from the date of death or such longer period as the WF Board may
determine, to exercise the Option up to the entitlement of such Grantee at the date of
death (to the extent which has become exercisable and not already exercised), failing
which, the option will lapse.

RIGHTS ON A GENERAL OFFER, COMPROMISE OR ARRANGEMENT

If a general offer by way of take-over is made to all the holders of WF Shares (other
than by way of scheme of arrangement pursuant to paragraph 11(ii)) (or all such
holders other than the offeror andfor any person controlled by the offeror and/or any
person acting in association or concert with the offeror) with the terms of the offer
having been approved by the holders of not less than nine-tenths in value of the WF
Shares comprised in the offer within 4 months from the date of the offer and the
offeror thereafter gives a notice 1o acquire the remaining WF Shares pursuant to the
Companies Ordinance, WF Printing shall give notice thereof to the Grantee and the
Grantee (or his personal representative(s)) may by notice in writing to WF Printing
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(i1)

{iii)

(iv}

within 21 days of such notice of the offeror exercise the Option (to the extent which
has become exercisable on the date of the notice of the offeror and not already
exercised) to its full extent or to the extent specified in such notice:

It a general offer by way of scheme of arrangement is made to all the holders of WF
Shares and has been approved by the necessary number of holders of WF Shares at the
requisite meetings. WF Printing shall give notice thereof to the Grantee. The Grantee
(or his personal representative(s)) may, by notice in writing to WF Printing within such
time as shall be specified in the notice, exercise the Option (to the extent which has
become exercisable and not already exercised) to its full extent or to the extent
specified in such notice.

If under section 166 of the Companies Ordinance, a compromise or arrangement
between WF Printing and its shareholders or creditors is proposed for the purposes of
or in connection with a scheme for the reconstruction of WF Printing or its
amalgamation with any other company or companies (other than a general offer or a
scheme of arrangement contemplated in paragraphs 11{i} and 11(ii)}. WF Printing shall
give notice thereof to the Grantee on the same date as it despatches the notice which is
sent to each shareholder or creditor of WF Printing summoning the meeting to consider
such a compromise or arrangement, and thereupon the Grantee (or his personal
representative(s) of the deceased Grantee) may forthwith and until the expiry of the
period commencing with such date and ending with the earlier of 2 calendar months
thereatter and the date on which such compromise or arrangement is sanctioned by the
Court, cxercise any of his Options (to the extent that it has become exercisable and has
not already been exercised) whether in full or in part. Upon such compromise or
arrangement becoming effective, all Options shall lapse except insofar as previously
exercised under the WF Scheme. WF Printing may require the Grantee (or the personal
representative(s) of the deceased Grantee) to transfer or otherwise deal with the WF
Shares issued as a result of the exercise of Options in these circumstances so as to
place the Grantee in the same position as nearly as would have been the case had such
WF Shares been subject to such compromise or arrangement: and

In the event of an effective resolution being passed for the voluntary winding-up WF
Printing, each Grantee (or his legal personal representative(s)) may by notice in writing
to WF Printing within 21 days from the date of such resolution elect to be treated as if

the Options (10 the extent which has become exercisable and not already exercised) had
been exercised immediately before the passing of such resolution either to its full
extent or to the extent specified in such notice and shall accordingly be entitled to
receive out of the assets available in the liquidation pari passu with the holders of WF
Shares such sum as he would have reccived in respect of the WF Shares the subject of
such election reduced by an amount equal to the subscription price which would
otherwise have been payable in respect thereof.
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12, RANKING OF WF SHARES

The WF Shares to be allotted upon the exercise of an Option will be subject to all the
provisions of the memorandum and articies of association of WF Printing for the time being
in force and will rank pari passu in all respects with the fully paid WF Shares in issue on
the date of their allotment and issue, and accordingly will entitle the holders to participate in
all dividends or other distributions paid or made on or after the date of allotment and issue,
other than any dividend or other distribution previously declared, recommended or resolved
to be paid or made if the record date therefor shall be before the date of allotment and issue.

13. LAPSE OF OPTION

An Option shall lapse automatically and not be exercisable (to the extent not already
exercised) on the earliest of:

(a) the expiry of the Option Period (subject to the provisions of paragraphs 4 and 20);
(b) the expiry of the periods referred to in paragraphs 10(i}, (ii) or 11(i):

(¢) subject to the scheme of arrangement referred 1o in sub-paragraph 1i(ii) becoming
effective, the expiry of the period referred to in paragraph 11(ii);

(d) subject to the compromise or arrangement referred to in paragraph 11(iii) becoming
effective, the expiry of the period referred to in paragraph 11(iii);

(e) subject to sub-paragraph [1(iv), the date of commencement of the winding-up of WF
Printing;

(f) (i) subject to the expiry of the period of extension (if any) referred to in paragraph
10(i}. the date on which the Grantee ceases to be a Participant for any reason
other than on his death or the termination of his employment, directorship, office,
appointment or engagement on onge or more grounds specified in paragraph
13()(ii) below;

(ii) the date on which the Grantee ceases to be a Participant by reason of the
termination of his employment, directorship, office, appointment or engagement
on the grounds that he has been guilty of misconduct, or has been in breach of
material term of the relevant employment contract, service conltract or engagement
contract (as the case may be), or has stopped payment to creditors generally or
been unable to pay or have no reasonable prospect to pay debts within the
meaning of any applicable legislation in relation to bankruptcy or insolvency, or
has become bankrupt or insolvent, or has been served a petition for bankruptcy or
winding-up, or has made any arrangements or composition with his creditors
generally, or has been convicted of any criminal offence concerning his integrity
or honesty or (if so determined by the WF Board or the board of the Relevani
Company, as the case may be) on any other ground on which an employer, a
sourcing party or an engaging party would be entitled to terminate his
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(g)

(h)

(1)

employment, directorship. office. appointment or engagement at common law or
pursuant to any applicable laws or under the Grantee's employment contract,
service contract or engagement contract {as the case may be) with the Relevant
Company (as the case may be). A resolution of the board of the Relevant
Company (as the case may be) to the effect that the employment. directorship.
office. appointment or engagement of a Grantee has or has not been terminated on
onc or more of the grounds specified in this paragraph 13(D¢i) shall be

conclusive:

subject to paragraph (1(iv), the date of the commencement of the winding-up of WF
Printing:

the date on which WF Printing exercises its right to cancel the option or part thereof in
the event of the Grantee commits a breach of paragraph 9(i); or

the date on which the Option is cancelled by the WF Board as provided in paragraph
21.

WF Printing shall owe no liability to any Grantee for the lapse of any Option under

this paragraph 13.

14.

(1)

(i)

{ii1)

MAXIMUM NUMBER OF WF SHARES AVAILABLE FOR SUBSCRIPTION

Subject to sub-paragraph (iv) below. the total number of WF Shares which may be
issued upon exercise of all options to be granted under the WF Scheme and any other
share option schemes of WF Printing shall not in aggregate exceed 10% of the total
number of WF Shares in i1ssue as at the Listing Date. unless WF Printing obtains an
approval from its shareholders pursuant to sub-paragraphs (i) or (iii) below. Options
lapsed in accordance with the terms of the WF Scheme will not be counted for the
purposc of calculating such 10% limit.

Subject to sub-paragraph (iv) below, WF Printing may seek approval of its sharcholders
in general meeting for refreshing the 10% limit set out in sub-paragraph 14(i) under the
WF Scheme such that the total number of WF Shares which may be issued upon
cxercise of all options 1o be granted under the WF Scheme and any other share option
schemes of WF Printing under the limit as refreshed shall not exceed 1% of the total
number of WF Shares in issue as at the datc of approval 1o refresh such limit. Options
previously granted under the WF Scheme and any other share option schemes
(including those outstanding, cancelled, lapsed in accordance with the WF Scheme or
any other share option schemes or exercised options) will not be counted for the
purpose of calcufating such limit as refreshed. In such a case. WF Printing shall send a
circular to its shareholders containing the information required under the Listing Rules.

Subject to sub-paragraph (iv) below. WF Printing may seek separate approval by its
sharcholders in general meeting for granting Options beyond the 10% limit set out in
suﬁ—parugruph 14(i) or sub-paragraph 14(ii) (as the case may be) provided the Options
in excess of such limit are granted only to Participants specifically identified by WF
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(iv)

15.

(i)

Printing before such approval is sought. In such a case, WF Printing shall send a
circular to its shareholders containing, amongst other terms, a generic description of
the specified Participant(s) who may be granted such Options., the number of WF
Shares subject to the Options to be granted, the terms of the Options to be granted. the
purpose of granting Options to the specified Participani(s), an explanation as to how
the terms of these Options serve such purpose and such other information as required
under the Listing Rules.

Notwithstanding any provision in sub-paragraphs 14(i), (ii} and (iii) and subject to
paragraph 17, the maximum number of WF Shares which may be issued upon exercise
of all outstanding options granted and yet 1o be exercised under the WF Scheme and
anv other share option schemes of WF Printing must not exceed 30% (or such higher
percentage as may be allowed under the Listing Rules) of the total number of WF
Shares in issuc from time to time. No options may be granted under the WF Scheme
and any other share option schemes of WF Printing if this will result in the aforesaid
30% (or such higher percentage as may be allowed under the Listing Rules) limit being
exceeded.

MAXIMUM ENTITLEMENT OF SHARES OF EACH PARTICIPANT

Subject to sub-paragraphs 15(ii), 16(i) and 16(ii), the total number of WF Shares issued
and to be issued upon exercise of the options granted and to be granted pursuant to the
WF Scheme and any other share option schemes of WF Printing to each Participant
(including both exercised and outstanding Options) in any 12-month period shall not
exceed % of the total number of WF Shares in issue.

Notwithstanding sub-paragraph 15(i), where any further grant of Options to a
Participant would result in the WF Shares issued and to be issued upon exercise of all
Options granted and to be granted to such Participant under the WF Scheme and any
other share option schemes of WF Printing (including exercised. cancelled and
outstanding Options) in the I12-month period up to and including the date of such
further grant representing in aggregate over 1% of total number of WF Shares in issue,
such further grant must be separately approved by the WF Sharcholders in general
meeting with such Participant and his Associates abstaining from voting. The number
and terms (including the exercise price) of the Options to be granted to such
Participant shall be fixed befere WF Shareholders’ approval and the date of WF Board
meeting for proposing such further grant should be taken as the date of grant for the
purpose of calculating the Subscription Price. In such a case, WF Printing shall send a
circular to its shareholders containing, amongsi other terms. the identity of such
Participant, the number and the terms of the Options to be granted (and Options
previously granted to such Participant) and such other information as required under
the Listing Rules.
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16,

(i)

(i)

GRANT OF OPTIONS TO CONNECTED PERSONS

In addition to paragraph 14 and sub-paragraphs 15(i) and 15(ii). any grant of Options
to a Participant who is a director. chief executive or substantial sharcholder of WF
Printing or any of their respective Associates under the WF Scheme must be approved
by the independent non-executive WF Directors (excluding independent non-executive
WF Director who is the Grantee).

[n addition to paragraph 14 and sub-paragraphs 15(i) and 15(ii). where the WF Board
proposes o grant any Option to a Participant who 1s a substantial shareholder or an
independent non-executive WF Director, or any of their respective Associates. would
result in the WF Shares issued and to be issued upon excrcise of all options already
granted and to be granted under the WF Scheme and any other share option schemes of
WF  Printing (including options exercised, cancelled and outstanding) to such
Participants in the 12-month period up to and including the date of such grant:

(a) representing in aggregate over 0.1% of the total number of WF Shares in issue:
and

(b) having an aggregate value, based on the closing price of the WF Shares at the
date of each grant, in excess of HK$5,000.000,

such proposed grant of Options must be approved by the WF Shareholders by poll
in general meeting. In such a case, WF Printing shall send a circular to its
shareholders containing all those terms as required under the Listing Rules. All
Connected Persons of WF Printing must abstain from voting in favour at such
general meeting (except that any Connected Person may vole against such
proposed grant at the general meeting provided that his intention to do so has
becn stated in the circular issued to the WF Shareholders). Any vote taken at the
meeting to approve the grant of such Options must be taken on a poll and the
applicable requirements of the Listing Rules must be complied with.

Subject to paragraph |4 and sub-paragraph 15(i). in the event of any alteration in
the capital structure of WF Printing whether by way of capitalisation issue, rights
issuc. consolidation, subdivision of WF Shares or reduction of the share capital of
WF Printing. the maximum number of WF Shares referred to in paragraphs 14
and 15 will be adjusted in such manner as an independent financial adviser or the
Auditors (acting as experts and not as arbitrators) shall confirm to the WF
Directors in writing to be fair and reasonable.
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17. REORGANISATION OF CAPITAL STRUCTURE

In the event of any alteration in the capital structure of WF Printing whilst any Option
remains exercisable, whether by way of capitalization issue, rights issue, subdivision,
consolidation of WF Shares, or reduction of the share capital of WF Printing in accordance
with legal requirements and requirements of the Stock Exchange excluding any alteration in
the capital structure of WF Printing as a result of an issue of WF Shares as consideration in
respect of a transaction to which WF Printing is a party, such corresponding alterations (if
any) shall be made to:

(i) the number or nominal amount of WF Shares subject to the Option so far as
unexercised; and/or

(ii}) the Subscription Price.

as an independent financial adviser or the Auditors shall at the request of the WF Board
certify in writing to the WF Directors, either generally or as regards any particular Grantee.
to be in their opinion fair and reasonable and that any such alterations shall satisfy the
requirements set out in the note to rule 17.03(13) of the Listing Rules and any interpretation
and/or guidance on and any notes to such rule issued by the Stock Exchange from time to
time, including but not limited to the supplementary guidance as sect out in the letter issued
by the Stock Exchange dated S5th September 2005 and shall give a Grantee the same
proportion of the issued share capital of WF Printing as that to which the Granteec was
previously entitled, provided that no such alterations shall be made the effect of which
would be to enable a WF Share to be issued at less than its nominal value. The capacity of
the independent financial adviser or the Auditors in this paragraph is that of experts and not
of arbitrators and their certification shall, in the absence of manifest error, be final and
binding on WF Printing and the Grantees. The costs of the independent financial adviser or
the Auditors in relation to the provision of any services under this paragraph shall be borne
by WF Printing. Notice of such alteration(s) shall be given to the Grantees by WF Printing.

18. SHARE CAPITAL

The exercise of any Option shall be subject to the WF Sharcholders in a general
meeting approving any necessary increase in the authorised share capital of WF Printing.
Subject thereto, the WF Board shall make available sufficient authorised but unissued share
capital of WF Printing to meet subsisting requirements on the exercise of Options.

19. DISPUTES

Any dispute arising in connection with the WF Scheme (whether as 1o the number of
WF Shares, the subject of an Option, the amount of the Subscription Price or otherwise)
shall be referred to the decision of the Auditors or an independent financial adviser
appointed by WF Printing who shall act as experts and not as arbitrators and whose decision
shall be final and binding.
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20,

(1)

(i1}

(iii)

(1v)

21,

ALTERATION OF THE WF SCHEME

The provisions of the WF Scheme may be altered in any respect by resolution of the
WF Board except that the provisions of the WF Scheme as to:

(a) the definitions of “Grantee”, “Option Period™ and “Participant”:

(b) the provisions of paragraphs and sub-paragraphs 4. 5, 6, 7(i}, 8. 9, 10. 11, 12, 13,
14,15, 16. 17 and this paragraph 20: and

{¢) all such other matters set out in Rule 17.03 of the Listing Rules

shall not be altered to the advantage of the Participants except with the prior approval
of the WF Shareholders in general meeting, provided that no such alteration shall
operate to affect adversely the terms of issue of any Option granted or agreed to be
granted prior 10 such alteration except with the consent or sanction of such majority of
the affected Grantees as would be required of the WF Shareholders under the articles
ot association for the time being of WF Printing for u variation of the rights attached
to the WF Shares.

Any alterations to the terms and conditions of the WF Scheme which are of a material
nature or any change to the terms of the Options granted must be approved by the WF
Shareholders in general meeting. except where the alterations take effect automatically
under the existing terms of the WF Scheme.

The amended terms of the WF Scheme or the Options must still comply with the
relevant requirements of Chapter 17 of the Listing Rules.

Any change to the authority of the WF Directors or scheme administrators in relation
to any alteration o the terms of the WF Scheme must be approved by the WF
Sharcholders in general mecting.

CANCELLATION OF OPTIONS GRANTED

The WF Bouard may, with the consent of the relevant Grantce, at any time in its
absolute discretion cancel any Option granted but not exercised. Where WE Printing cancels
Options and makes an Offer of the grant of new Options to the same Option holder, the
Offer of the grant of such new Options may only be made, under the WF Scheme with
available unissucd Options (to the extent not yet granted and excluding the cancelled
Options) within the limit approved by the WF Shareholders as mentioned in paragraph 14.
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22. TERMINATION OF THE WF SCHEME

WF Printing may by resolution in general meeting or the WF Board may at any time
terminate the operation of the WF Scheme and in such event no further Options shall be
granted but the provisions of the WF Scheme shall remain in force to the extent necessary 1o
give effect to the exercise of any options granted prior thereto or otherwise as may be
required in accordance with the provisions of the WF Scheme. Options granted prior to such
termination but not yet exercised at the time of termination shall continue to be valid and
exercisable in accordance with the WF Scheme.
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1.  RESPONSIBILITY STATEMENT

This circular includes particulars given in compliance with the Listing Rules for the
purpose of giving information with regard to the Group. The Directors collectively and
individually accept full responsibility for the accuracy of information contained in this
circular and confirm, having made all reasonable enquires, that to the best of their
knowledge and belief there are no other facts the omission of which would make any
statement herein misleading.

2. SHARE CAPITAL

The authorised and issued share capital of the Company as at the Latest Practicable
Date were as follows:

Authorised: HK$
2.000.000.000 Shares 200,000,000

Issued and fully paid up or credited as fully paid up:

1.071.261,000  Shares 107,126,100

All of the Shares rank pari passu in all respects. including as to dividends. voting and
capital.

The Shares arc listed on and traded on the Main Board of the Stock Exchange. No
Shares are listed on or dealt in, nor is any listing of or permission to deal in the Shares
being. or proposed 1o be. sought on any other stock exchange.

3.  DISCLOSURE OF INTERESTS

(a) As at the Latest Practicable Dale, the interest or short positions of the Directors and
the chicf executive of the Company in the shares and underlying shares or debentures
of the Company or any of its associated corporations (within the meaning of Part XV
of the SFO) which were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests or
short positions which they are taken or deemed to have under such provisions of the
SFO). or which were required pursuant to Section 352 of the SFO to be entered in the
register maintained by the Company referred to therein, or which were required to be
notified to the Company and the Stock Exchange pursuani to the Model Code were as
follows:
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(i) Interests in shares and underlying shares of the Company

Percentage of
total issued
share capital
0.37%

0.03%

0.15%

0.17%

0.06%

0.04%

0.01%

0.003%

Number of Pcreentage of

(a) Ordinary shares of the Company
Number of issued
Name of Director Capacity shares held
Cai Lai Xing Beneficial Owner 4.000.000
Cai Yu Tian Beneficial Owner 360,000
Qu Ding Beneficial Owner 1.586.000
Lu Ming Fang Beneficial Owner 1,822,000
Ding Zhong De Beneficial Owner 650.000
Qian Shi Zheng Beneficial Owner 469,000
Yao Fang Benelicial Owner 100.000
Tang Jun Beneficial Owner 30.000
All interests stated above represented long positions.
(b} Share options of the Company
Exercise
price per share options
Name of Director Capacity Date of grant share held
HKS
Cai Lai Xing Beneficial 2nd September 14.89 800,000
Owner 2005
Cai Yu Tian Beneficial 2nd May 2006 17.10 940,600
Owner
Qu Ding Beneficial 2nd September 14,89 224,000
Owner 2005
Lu Ming Fung Beneficial 2nd September 14.89 480,000
Owner 2005
Ding Zhong De Beneficial 2Znd May 2006 17.10 700,000
Owner
Qian Shi Zheng Beneticial 2nd September 14.89 200.000
Owner 2005
Tang Jun Beneficial 2nd September 14.89 220,000
Qwner 2005

total issued
share capital

0.07%

0.09%

0.02%

Share options granted in 2nd September 2005 under the Company’s share option
scheme are exercisable during the period from 2nd March 2006 to 1st March 2009 in

three batches.
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Share options granted in 2nd May 2006 under the Company’s share option scheme
are exercisable during the period from 2nd November 2006 1o 1st November 2009 in

three batches.

(ii) Interests in shares of Shanghai Industrial Pharmaceutical Investment Co. Ltd,

Name of director
Lu Ming Fang

Ding Zhong De

All interests stated above represented long positions.

Capacity

Number of issued

Beneficial Owner

Beneficial Owner

shares held

23,400

23.400

Percentage of
total issued
share capital

0.01%

0.01%

(b) As at the Latest Practicable Date, so far as was known to the Directors. the interests
and short positions of the persons (not being a Director or chief executive of the
Company) in the shares and underlying shares of the Company which were notified to
the Company and the Stock Exchange pursuant to Divisions 2 and 3 of Part XV of the

SFO were as tollows:

Name of shareholder

() Long Positions

SIIC

Morgan Stanley

IPMorgan Chase & Co.

(b)  Short Positions

SHC

Capacity

Interest held by
controlled
corporations

Interest held by
controlled
corporations

Beneficial Owner
Investment
Manager

Custodian
Corporation/
Approved
Lending Agent

Interest held by
controlled
corporalions

Number of
issued
ordinary
shares held

548.076.000
{note (i})

68.028,159

1,259,000

2.201,530

61.153.644

87.653.993
(nore (ii})

Percentage
of total
issued share
capital

51.16%

6.35%

0.12%

0.21%

5.71%

818%
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Name of shareholder

Morgan Stanley

JPMorgan Chase & Co.

Notes:

Number of Percentage

issued of total
ordinary issued share
Capacity shares held capital
Interest held by 14,788,132 1.38%
controlled
corporations
Beneficial Owner 400,000 0.04%

(i) SIIC through its wholly-owned subsidiaries. namely Shanghai Investment Holdings Ltd.. SIIC Capital
{(B.V.I) Lud. and SHC CM Deveclopment Lid. held 468,066,000, 83,000,000 and 10,000 Shares
respectively, and is accordingly deemed to be interested in the respective Shares held by the

aforementioned companics,

(i) SIC was taken to have short positions in respect of 87,653,993 underlying shares ot the Company
under certain listed equity derivatives pursuant to the Zero Coupon Guaranteed Exchangeable Bonds
issued by Shanghai Industrial Investment Treasury Co. Lid. due March 2009 unconditionallv and
irrevocably guaranteed by SIIC and exchangeable into ordinary shares of the Company.

{c) As at the Latest Practicable Date, so far as was known to the Directors, the following
Directors are also directors or employees of SIIC:

Name of Director

Mr. Cai Lai Xing
Mr. Cai Yu Tian
Mr. Qu Ding

Mr. Lu Ming Fang
Mr. Ding Zhong De
Mr. Qian Shi Zheng

Mr. Tang Jun

Position held in SIIC

Chairman

Executive Director and President

Executive Director and Executive Vice President

Executive Director

Executive Director

Vice President and General Manager of Finance
and Planning Department

General Manager of Internal Audit Department
and Deputy General Manager of Finance and
Planning Department

(d} As at the Latest Practicable Date, so far as was known to the Directors, the following

. persons (other than members of the Group) were directly or indirectly interested in

10% or more of the issued share capital carrying rights to vote in all circumstances at
general meetings of the following members of the Group (other than the Company):—

Name of member of the Group

Changzhou Pharmaceutical Co, Lid.
(85 ] S H AT R 4 7))

Percentage

Class of  of registered

Name of substantial shareholders share capital  shareholding
Changzhou State-owned Assels equity interest 23.05%

[nvestment Co.

(R ERAT TR AR SRR A 7))
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Name of member of the Group

Chia Tai Qingchunbao
Pharmaceutical Co. Lid.

GERTTHTEEEARLT)

Chifeng Arker Pharmaceutical
Technoiogy Co. Lid.
(e ol ' 8 T 1 ST PR 2 1))

Chifeng Mysun Pharma Co. Ltd.
(el 5 o B3 {7 (R 22 )

Guangdong Techpool Biochem
Pharma Co. Ltd.
(B A48 1 L S EE R 1 AT IR A 7))

Techpool [nternational Pharma Co.
L.
(M RS b AT IR AR

Hangzhou Hugingyutang
Pharmaceutical Co. Lid.

Ch M0 5 B iR 3t AT TR 2 D)

Liaoning Herbapex Pharmaceutical
(Group} Co. Lid.

(829867 31 3 S0
IR EL D

Mergen Biotech Limited

Shanghai Qiyi Dental Equipmen Co.
Lud.
{ I i 53 5 45 FL 2R B AT R 2 )

Shanghai Victor Medical Instrument
Co. Lud.
(b 78 1 ) 8 50 285t PR D)

Shanghai Yichuang Traditional
Chinese Medicine Rescarch &
Development Center Co. Lid.

(b g S 0 ol SR S R OB 5 s
L5l

Name of substantial shareholders

China (Hangzhou} Gingchunbao
Group Co. Lid.
G600 ) 77 5 T 0 81 R D)

Hangzhou Chia Tai Qingchunbao
Staff Sharchelding Association
(M AT IE R PR TI PR W )

Shenzhen Yigong Industrial Co.
Led.
(PR I & 2 6 AT B v 1))

Chifeng Pharmaceutical (Group)
Co. Ltd.
(ol e (e D) S PRAT 42 T4)

Guangzhou Bopu Biotechnology
Co. Lud.
(BT W 3 0 77 B 2 1)

Fu He Liang ({8 fn4%)

Guangzhou Bopu Biotechnology
Co. Ltd.
(T O 2 4 T R 2 7D

Hangzhou Hugingyutang Group Co.
Ltd.
(AL P A R B AT B WA AT IR 22 =)

Medieval Internatonal Limited

Zheng Ji Yu (M348

Excellent Hope Holdings Inc.
Sino-Alliance Enternational, Lid

Shanghai Dental Materials Factory
Qi Xin Operating Services
Department

(- it 1 B BB ST WS
il Y]

ACCS Products Inc. USA

Shanghai University of Traditional
Chinese Medicine Technological
Development Co.

(1 B FLAE 98 22 7))

Class of
share capital

equily interest

equity inierest

equity interest

equily interest

cquily interest

equily interest

equity interest

equily interest

equity interest

equily interest

ordinary share

ordinary share

equity interest

equily interest

equity interest

Percentage
of registered
shareholding

20%

20%

14.67%

17.916

23.06%

11.98%

27.62%

44.9566%

1 5%

16.47%

10.99%

18.6%

10%

25%

45%
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(e)

Name of member of the Group

Shanghai Yunhu Raw-pharmaceutical
Co. Lad.

.k it kA B B A i ()
HREFD

Shanghai Yunhu Yuemin Pharmacy
Co. Ltd.

Ch 78 S R A BRI AT IR 22 71D

SI United Changcheng
Pharmaceutical Co. Lid.

() 78 T 05 -0 10 2 0 2 ¥
i o)

81 United Pharmaceutical Co. Ltd.

(A TIRE & MmN
IR

Xiamen Traditional Chinese Medicine
Co. Lud.
U M 8R4y R 2 wl)

Chengdu Wing Fat

Hebei Yongxin

Xuchang Yongchang

Name of substantial shareholders

Shanghai Yunhu Raw
Pharmaccutical Co. Ltd. Staff
Shareholding Association

(ot T O 0 o A I T PR T
R FHED
Shanghai Yuanfeng Pharmacy

(LR ERE)

Jin Jiang International Holdings Co.
Lid.

(R I ER PR (SR B AT R 1)

Zhou Yi Ping (Jij—F)

Hu Zheng (iFifh)

Feng Wei (1157}

Xiamen Qinggong Group Co. Ltd.

(T 1y et T2 AT R 25 =)

Sichuan Swellfun

Chengdu Jiangshi Investment Co.
Ltd.
(R, B0 T 3 Y B 22 7DD

Sichuan Huize lnvestment Co. Lid.
(7 1| R 8 Y A AL 4y 6]

Xinnan Paper
Xuchang Cigarette Factory

Shangtou Bonded Area Jinguang
Industrial Co., Ltd.
(U I 5% 88 I TE 26 T2 D)

Save as disclosed above, as at the Latest Practicable Date:

Class of
share capital

equity interest

equity interesg

equity interest

equity interest
cquity interest
equity interest

equity interest

equity interest

equity interest

cquity interest

equity interest
equity interest

equily interest

Percentage
of registered
shareholding

15.45%

0%

30%

so far as was known to the Directors, none of the Directors or chief executive of the
Company had any interests or short positions in any shares or underlying shares or
interests in debentures of the Company or any associated corporations (within the
meaning of Part XV of the SFO) which were required to be notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which they are taken or deemed to have under
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such provisions of the SFO), or which were required. pursuant to section 352 of the
SFO. to be entered in the register referred to therein. or which were required, pursuant
to the Model Code, to be notified to the Company and the Stock Exchange.

(i) there was no person known to the Directors who had an interest or short position in the
shares and underlying shares of the Company which would fall to be disclosed to the
Company and the Stock Exchange under the provisions of Divisions 2 and 3 of Part
XV of the SFO or. was, directly or indirectly, interested in 10% or more of the nominal
value of the issued share capital carrying rights to vote in all circumstances at general
meeting of any other member of the Group, or any options in respect of such capital.

4. DIRECTORS’ SERVICE CONTRACTS

As at the Latest Practicable Date, none of the Directors had entered, or proposed 1o
enter into a service contract with any member of the Group which is not determinable by the
Group within one year without payment of compensation, other than statutory compensation.

5. DIRECTORS’ INTEREST IN CONTRACTS

As at the Latest Practicable Date, none of the Directors is materially interested in any
contract or arrangement subsisting as at the Latest Practicable Date which is significant in
relation to the business of the Group.

6. LITIGATION

S0 far as the Directors are aware, neither the Company nor any of its subsidiaries was
engaged in any litigation or arbitration of material importance and no litigation or arbitration
of material importance was pending or threatened against the Company or any of its
subsidiaries as at the Latest Practicable Date.

7. DIRECTORS’ INTEREST IN COMPETING BUSINESS

As at the Latest Practicable Date, so far so was known to the Directors, none of the
Dircctors, and their respective Associates was considered to have interest in any business
which competes or is likely to compete, either directly or indirectly. with the business of the
Group or have any other conflicts of interest with the Group pursuant to the Listing Rules.

8. QUALIFICATION OF EXPERT

The following is the qualification of the c¢xpert who has given opinion or advice which
is contained or referred to in this circular:

Name Qualification

Commcrzbank A licensed corporation permitted to carry out type
1 (dealing in securities). 1ype 4 (advising on
securities}) and type 6 (advising on corporate
finance) regulated activities under SFO
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As at the Latest Practicable Date, Commerzbank had no sharcholding interest in any
member of the Group nor the right (whether legally enforceable or not) to subscribe for or
to nominate persons to subscribe for securities of any member of the Group.

As at the Latest Practicable Date, Commerzbank did not have any direct or indirect
interest in any assets which had been since 31st December 2006 (being the date to which the
latest published audited accounts of the Group were made up} acquired or disposed of by, or
leased to. or which were proposed to be acquired or disposed of by, or leased to, the
Company or any member of the Group.

Commerzbank has given and has not withdrawn its written consent to the issue of this
circular with the inclusion of its letter and/or reference to its name included in this circular
in the form and context in which it appears.

9. MATERIAL ADVERSE CHANGE

As at the Latest Practicable Date, the Directors were not aware of any material adverse
change in the financial or trading position of the Group since 3[st December 2006 (being
the date to which the latest published audited financial statements of the Company were
made up).

10. PROCEDURES FOR DEMANDING A POLL

Pursuant to Article 73 of the Articles of Association of the company, at any general
meeting a resolution put to the vote at the meeting shall be decided on a show of hands
unless a poll is taken as may from time to time be required under the Listing Rules or any
other applicable laws, rules or regulations or unless a poll is (before or on the declaration of
the result of the show of hands) demanded. A poll may be demanded:

{a) by the Chairman: or

(by by at least three members present in person or in the case of a member being a
corporation by its duly authorized representative or by proxy for the time being
entitled to vote at the meeting: or

(¢} by any member or members present in person or in the case of a member being a
corporation by its duly authorized representative or by proxy and representing nat
less than one-tenth of the total voting rights of all the members having the right
to vote at the meeting; or

(d) by any member or members present in person or in the case of a member being a
corporation by its duly authorized representative or by proxy and holding Shares
conferring a right to vote at the meeting being Shares on which an aggregate sum
has been paid up equal to not less than one-tenth of the total sum paid up on all
the Shares conferring that right.
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11. DOCUMENTS AVAILABLE FOR INSPECTION

A copy of the rules of the (i) WF Scheme; (ii) the agreements in respect of cach of the
Continuing Connected Transactions will; (iii} letter from Commerzbank, the text of which is
sel out in this circular; and (iv) the consent letter of Commerzhank referred to in the
paragraph headed “Qualification of Expert™ in this Appendix will be available for inspection
at the registered office of the Company at 26th Floor. Harcourt House. 39 Gloucester Road,
Wanchai, Hong Kong during the normal business hours from the date hereof up to and
including 10th December 2007 and at the Extraordinary General Meeting.

12. MISCELLANEOUS

{a) The registered office of the Company is at 26th Floor, Harcourt House. 39
Gloucester Road. Wanchai. Hong Kong.

(b) The sharc registrar und transfer office of the Company is Tricor Secretaries
Limited at 26th Floor, Tesbury Centre. 28 Queen’s Road East, Wanchai, Hong
Kong.

{¢) The company secretary of the Company is Ms. Wong Mei Ling, Marina who is a
Fellow of the Institute of Chartered Secretaries and Administrators and The Hong
Kong Institute of Chartered Secretaries.

(d) The qualified accountant of the Company is Mr. Lee Kim Fung, Edward who is a
Fellow of the Association of Chartered Certified Accountants and the Hong Kong
Institute of Certified Public Accountants.

In the event of any inconsistency. the English language text of this circular shali
prevail over the Chinese language text.




NOTICE OF EXTRAORDINARY GENERAL MEETING

éme L TERRBARLE]
N

SHANGHAI INDUSTRIAL HOLDINGS LIMITED

(Incorporated in Hong Kong with limited liabilitv)

(Stock Code: 363)

NOTICE IS HEREBY GIVEN that an extraordinary general meeting of Shanghai
Industrial Holdings Limited (the “Company™) will be held at the Conference Room of the
Company at 26th Floor, Harcourt House, 39 Gloucester Road, Wanchai, Hong Kong on 26th
November 2007 at 3:00 p.m. for the purpose of considering and. if thought fit, passing (with
or without modifications) the following resolutions as ordinary resolutions of the Company:

1.

“THAT the Proposed Spin-off (as defined in the circular of the Company dated
9th November 2007, a copy of which is produced to the meeting marked “A” and
signed by the chairman of the meeting for identification purposes) be and is
hereby approved and the board of directors of the Company (the “Board”) be and
is hereby authorized on behalf of the Company to approve and implement the
Proposed Spin-off and to do all such acts, to enter into all such agreements,
transactions and arrangements and to take all such actions in connection therewith
or arising therefrom in relation to the Proposed Spin-off as the Board may
consider necessary or expedient in order to give effect to the Proposed Spin-off.”

“THAT, subject to and conditional upon: (a) the passing of an ordinary resolution
of the shareholders of The Wing Fat Printing Company, Limited (“WF Printing™)
approving the adoption of the share option scheme of WF Printing (the “"WF
Scheme”), the rules of which are contained in the document marked “B” produced
to the meeting and signed by the chairman of the meeting for identification
purposes; (b) the approval of the WF Scheme by the sharcholders of the
Company; (c) the listing commitiee of The Stock Exchange of Hong Kong
Limited granting approval of the listing of, and permission to deal in, the shares
of WF Printing in issue and to be issued as mentioned in the Prospectus (as
defined in the circular of the Company dated 9th November 2007 (“Circular™), a
copy of which is produced to the meeting marked “A” and signed by the chairman
of the meeting for identification purposes) and any shares of WF Printing which
may fall to be issued pursuvant to the exercise of options granted under the WF
Scheme, whether the granting of the listing and permission is subject to
conditions or not; and (d) the obligations of the underwriters of the Global
Offering (as defined in the Circular) under the underwriting agreements in respect
of the Global Offering becoming unconditional (including, if relevant, as a result
of the waiver of any condition(s) by the Global Coordinator (as defined in the
Circular) for itself and the said underwriters) and not being terminated in
accordance with the respective terms of such underwriting agreements or
otherwise, be and is hereby approved and the board of directors of the Company
(the “Board”} be and is hereby authorized to do all such acts, to enter into all
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such agreements, transactions and arrangements and to take all such actions in
connection therewith or arising therefrom as the Board may consider necessary or
expedient in order to give effect to the WF Scheme.”

By Order of the Board
Shanghai Industrial Holdings Limited
Wong Mei Ling, Marina
Company Secretary

Hong Kong. 9th November 2007

Registered Office:
26th Floor
Harcourt House

39 Gloucester Road
Wanchai

Hong Kong

Notes:

(5)

)

{7

Any member entitled to attend and vote at the meeting is entitled to appoint one or more proxies to attend
and. on a poll, to vote instead of him. A proxy need not be a member of the Company.

Where there are joint registered holders of any share, any one of such persons may vote at the meeting.
either personally or by proxy, in respect of such share as if he were solely emtitled thereto, but if more than
one of such joint holders is present at the meeting personally or by proxy. that one of the said persons so
present whose name stands first on the register of members of the Company shall, in respect of such share.
be entitled alone to vote in respect thereof,

A torm of proxy for use ut the meeting is enclosed with the circular to sharehoelders of the Company.

The instrument appointing a proxy must be in writing under the hand of the appointer or atterncy duly
authorized in writing or, if the appeinter is a corporation, either under its seal or under the hand of an
officer. attorney or other person authorized to sign the same.

To be valid, the form of proxy. together with the power of attorney or other authority. if any. under which it
is signed or a notarially certitied copy of such power of attorney or authority. must be deposited at the
registered oflice of the Company at 26th Floor, Harcourt House, 39 Gloucester Road, Wanchai, Hong Kong
not less than 48 hours before the time appointed for the holding of the meeting (or any adjournmen
thereof, as the case may be).

Completion and return of the form of proxy will not preclude a member from attending and voting in
persen it the meeting. I such member attends the meeting. his form of proxy will be deemed 10 have been

revoked.

The translation into Chinese language of this noetice is for reference only. In case of any inconsistency. the
English language version shall prevail.
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